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There  were  also  the  following  guests  present : 
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President  Molitor:  Gentlemen,  we  are  meeting  for  our 
Annual  Meeting  to-night. 

First,  I  want  to  thank  all  the  members  who  are  here  for  their 
goodness,  trouble  and  courtesy  they  have  taken  to  come  and  meet 
with  us  at  this  Annual  Meeting.  I  am  particularly  gratified  at 
seeing  a  number  of  Past  Presidents  of  this  Institute  with  us  to- 
night. I  am  also  gratified  to  see  so  many  educators  here,  to  meet 
my  very  distinguished  friend,  Professor  Seligman,  and  one  of  my 
very  oldest  friends,  Professor  Hilgard,  of  Switzerland. 

I  want  to  also  particularly  greet  one  new  member  of  the  Insti- 
tute who  is  here  with  us  to-night,  Mr.  Perring,  of  Baltimore.  We 
served  together  years  ago. 

As  for  our  guests,  skipping  our  honored  ones  for  the  moment, 
I  will  pass  to  Mr.  Poland,  who  fought  mosquitoes  with  me  in  the 
Philippine  Islands,  and  Mr.  Skinner ;  and  I  greet  Mr.  Forgie.  And 
last  but  not  least,  I  see  a  man  who  is  a  guest  here  to-night  of  his 
partner  and  associate,  Mr.  Mead,  who  fought  things  besides  mos- 
quitoes with  me  in  France — Colonel  Scheidenhelm.  All  of  these 
guests  I  particularly  greet. 

Now,  gentlemen,  it  has  been  customary  for  us  to  have  more 
or  less  of  a  business  meeting  to-night,  but  with  your  permission 
we  will  dispense  with  that,  because  I  know  we  are  going  to  have  a 
treat  this  evening  from  the  address  of  our  distinguished  friend  at 
my  right.  I  am  rather  of  the  opinion  that  it  will  result  in  some 
discussion,  which,  I  hope,  will  throw  a  little  light  upon  some  of  the 
things  that  are  bothering  us  engineers  to-day. 

Therefore,  the  Secretary  and  Treasurer,  instead  of  submitting 
his  annual  report  to-night,  will  do  so  at  the  Council  meeting  to- 
morrow noon,  and  thereby  it  will  have  an  earlier  printing  than  if 
it  were  to  be  contained  in  the  printed  discussions  of  to-night.* 

The  only  business  I  am  going  to  inflict  upon  you  to-night  is  a 
report  from  the  Tellers,  Mr.  Burdett  and  Mr.  Noble,  who  counted 
the  votes  for  the  three  Councilmen  to  be  elected. 

Mr.  Burdett:  Mr.  President  and  Gentlemen:  I  beg  to  re- 
port that  there  were  73  ballots  cast  for  Alfred  E.  Forstall,  72  bal- 
lots cast  for  John  P.  Hallihan,  and  73  ballots  cast  for  C.  P.  Perin. 
Therefore,  the  vote  was  unanimous,  one  being  too  modest  to  vote 
for  himself. 


*The  reports  of  the  Secretary  and  Treasurer,  and  the  Committee  on   Professional 
Practice  and  Ethics  will  be  found  on  pages  41  to  44. 


President  Molitor  :  The  Chair  has  extreme  pleasure  in  an- 
nouncing the  election  of  these  three  candidates. 

Those  of  the  new  Councilmen  who  are  here  to-night  will  please 
be  reminded  that  there  will  be  an  exceedingly  important  meeting 
of  the  Council  to-morrow  at  twelve-thirty  at  the  Engineers  Club. 
I  also  express  the  hope  that  the  Past  Presidents  will  be  there,  as 
they  are  all  members  of  the  Council. 

To  the  retiring  members  of  the  Council,  we  will  say  good-bye. 
They  are  Molitor,  Orrok  and  Weston.  I  will  have  to  preside  for 
a  few  minutes  to-morrow,  after  which  I  leave  the  Chair.  In  doing 
so,  I  want  to  express  my  sincere  gratitude,  good-will  and  good 
feeling  to  every  member  of  this  Institute  who  has  so  ably  and 
cordially  supported  me  in  my  slight  endeavors  during  the  past  two 
years. 

I  hope  also  that  before  this  evening  is  over,  and  to-morrow's 
Council  meeting,  that  they  will  support  the  very  humble  efforts 
that  Secretary  Henry,  Mr.  Lavis  and  myself  are  making  to  put 
this  Institute  on  the  map. 

It  is  customary  for  the  President  to  make  an  annual  address. 
(This  is  not  it.)  He  is  going  to  dispense  with  it,  with  your  per- 
mission, because,  as  I  have  said,  there  are  far  more  important  sub- 
jects before  us  than  a  President's  address. 

Before  I  introduce  the  speaker  of  the  evening,  I  want  to  re- 
mind the  members  of  the  Institute  that  as  long  ago  as  September  4, 
1919,  under  the  Presidency  of  Mr.  Stillwell,  we  issued  a  circular 
that  was  broadcast  particularly  to  the  bankers  of  our  country  and 
to  some  foreign  countries.  Again  on  September  12,  1923,  under 
the  Presidency  of  Mr.  Leavitt,  a  somewhat  similar  circular  was 
issued  and  was  sent  out  liberally.  Again  on  May  2,  1924,  certain 
resolutions  were  adopted  by  this  Institute,  which  are  in  the  same 
vein  as  the  two  circulars  referred  to.  These  circulars,  particularly 
the  first  one,  should  really  be  read,  but  we  will  not  take  the  time 
to  do  it  this  evening.  I  hope  when  you  hear  further  about  this 
matter,  that  you  will  search  your  files  for  your  copies,  or  ask  the 
Secretary  for  another  copy.  Suffice  it  to  say  at  this  time,  when 
hearings  are  now  being  held  by  a  Sub-Committee  of  the  Finance 
Committee  of  the  Senate,  that  those  circulars  sound,  as  Mr.  Beazell 
told  us  the  other  day,  prophetic.  That  prophecy,  with  the  aid  of 
Mr.  Henry  and  Mr.  Lavis,  who  have  kindly  consented  to  act  as  a 
Committee,  will  probably  be  pushed  in  Washington,  and  I  am  ex- 


ceedingly  hopeful  that  what  we  can  do  at  that  time  will  be  most 
helpful  to  the  profession,  and  of  much  aid  to  the  public.  At  to- 
morrow's meeting  of  the  Council  the  matter  will  be  taken  up  in 
further  detail,  far  more  so  than  I  can  to-night.  That,  gentlemen, 
is  all  the  annual  address  you  will  get  from  me.     (Applause.) 

I  know  that  the  applause  is  because  of  the  brevity  of  my  ad- 
dress (laughter),  not  because  of  its  contents. 

It  has  been  customary  when  we  finished  our  Annual  Meeting, 
that  is,  the  business  part  of  it,  to  preferably  have  some  distin- 
guished guest  address  us  upon  some  subject  which  is  of  current 
interest  at  the  time,  and  of  particular  interest  to  the  profession. 
Mr.  Henry  and  I  have  been  fortunate  enough  to  secure  the  assent 
of  such  a  guest,  a  gentleman  who  stands  most  high,  who  is  the 
McVickar  Professor  of  Political  Economy  and  Finance  at  Colum- 
bia University,  the  author  of  Finance  Statistics  of  American  Com- 
monwealths, The  Shifting  and  Incidence  of  Taxation,  and  Eco- 
nomic Interpretation  of  History.  The  minute  you  read  those  titles, 
you  know  that  I  refer  to  that  most  eminent  educator  and  political 
economist,  Dr.  E.  R.  A.  Seligman,  of  Columbia  University.  Dr. 
Seligman:  (Applause). 

Professor  Seligman:  Mr.  Chairman  and  Gentlemen  of  the 
Institute :  It  has  been  my  privilege  to  address  many  groups,  small 
and  large,  but  I  think  I  have  never  had  the  good  fortune  of  speak- 
ing to  such  a  select  assemblage  of  men,  among  whom  I  count  only 
a  few  personal  friends,  but  who  make  the  impression  of  a  highly 
intelligent  and  interested  group.  In  addressing  you  to-night,  there- 
fore, I  propose  to  depart  from  the  ordinary  methods,  dealing  only 
slightly  with  facts  and  figures,  and  shall  try  to  call  your  attention 
to  some  of  the  high  spots  of  the  principles  which  must  be  consid- 
ered in  this  great  crisis  that  now  confronts  us. 

I  shall  start  with  a  few  preliminary  remarks  in  order  to  bring 
home  to  you  some  of  the  fundamental  factors  in  the  evolution  of 
fiscal  affairs  which  may  throw  a  little  light  upon  our  actual  prob- 
lem. Of  course,  we  hear,  on  all  sides,  of  the  mounting  burden  of 
taxation ;  complaints  are  as  rife  as  blossoms  in  the  spring.  And 
yet.  we  ought  perhaps  not  be  surprised.  The  fiscal  system  of  every 
country  is  molded  by  a  few  important  factors. 

First  and  foremost,  the  very  complexity  of  our  modern  eco- 
nomic organization  engenders  a  greater  reliance  upon  government 


than  ever  before.  The  lower  down  you  go  in  the  social  scale,  the 
less  do  you  find  any  reliance  upon,  or  any  importance  attached  to, 
the  functions  of  government.  There  is  at  the  outset  no  govern- 
ment, or  there  is  a  government  of  only  incipient  potentialities. 
But  the  more  civilized  we  become,  the  more  complex  our  economic 
life  grows  to  be,  the  more  we  find  the  need  of  regulation,  and 
therefore  the  need  also  of  government  revenue  to  defray  the  cost 
of  these  added  responsibilities. 

In  the  second  place,  we  must  remember  that  one  of  the  great 
causes  of  increased  taxes  is  the  growing  costliness  of  war.  It  is 
not  that  we  are  more  pugnacious  than  our  forebears ;  it  is  not  that 
we  have  many  more  wars  than  in  former  times — it  is  not  so  much 
these  facts  as  it  is  that  the  factory  system  of  industry,  with  which 
you  gentlemen  are  all  so  well  acquainted  and  which  you  yourselves 
have  done  so  much  to  develop,  has  now  only  just  begun  to  be 
applied  to  warfare.  In  the  earlier  days  of  the  contact  of  man  with 
man,  we  had  the  shield,  the  javelin,  the  battle-ax;  but  nowadays 
we  have  the  dreadnaught,  the  Big  Bertha,  the  tank  and  the  aero- 
plane. This  means  that  we  now  spend  by  the  millions  and  the 
billions,  where  before  we  spent  by  the  hundreds  and  thousands. 
It  is  war  which  is  responsible  for  the  beginning  of  all  taxation;  it 
is  war,  the  preparation  for  war,  and  the  aftermath  of  war  which 
are  chiefly  responsible  for  our  public  burdens  to-day. 

Still  more  important,  however,  is  the  change  in  the  economic 
basis  of  society.  I  wonder  how  many  of  us  reflect  that  the  fiscal 
affairs  of  government  are  nothing  but  the  reverse  of  the  shield, 
the  obverse  of  the  economic  life.  Tell  me  the  economic  conditions 
of  a  country,  the  interplay  of  the  economic  interests,  and  I  will 
tell  you  at  once  what  kind  of  a  fiscal  system  you  will  have. 

Perhaps  in  lieu  of  any  long  and  otiose  account,  which  could 
be  given  in  a  series  of  talks  on  this  aspect  of  the  subject,  I  can 
bring  it  home  to  you  by  calling  attention  to  one  simple  fact.  Let 
us  look,  for  instance,  at  the  fiscal  systems  of  the  American  common- 
wealths, or  the  provinces  that  became  American  commonwealths 
just  about  the  time  of  the  Revolution,  in  the  Eighteenth  Century. 
As  you  know,  there  were  three  different  economic  systems  in  our 
Colonies — the  democratic  system  of  New  England,  with  the  small 
property  owner,  the  man  who  worked  as  well  as  owned  his  land, 
the  Puritan,  the  Pilgrim  democracy;  and,  at  the  other  end,  in  the 
South,  largely  for  climatic  reasons,  the  Southern  plantation,  the 


large  land-owner,  resting  upon  slavery.  In  between,  in  New  York 
and  New  Jersey,  and  to  a  certain  extent  in  Pennsylvania  and  the 
middle  Colonies,  you  have  the  commercial  civilization,  the  influ- 
ence of  the  Dutch,  the  trader,  the  same  kind  of  influence  which 
transformed  England  in  the  Seventeenth  Century,  at  the  time  of 
the  great  rebellion. 

If  you  study  the  fiscal  systems,  you  will  find  that  they  faith- 
fully represent  these  three  contrasting  civilizations. 

In  New  England,  where  there  were  no  poor  and  no  rich, 
where  everybody  owned  a  little  property,  you  find  a  fiscal  system 
based  upon  wealth  and  the  individual,  that  is,  the  poll  tax  and  the 
general  property  tax. 

In  the  South,  and  as  in  all  the  Colonial  possessions  of  the 
great  continental  nations,  you  find  no  land  tax,  and  no  property 
tax,  and  no  poll  tax,  because  a  poll  tax  would  have  been  a  tax  on  the 
slaves  who  were  the  property  of  the  large  land-owners ;  what  you 
do  find  is  a  system  of  taxes  resting  almost  entirely  on  imports  and 
exports,  together  with  a  few  other  imposts  of  a  similar  character. 

In  the  Middle  States,  where  the  businessman  was  the  impor- 
tant factor,  you  find  neither  the  one  system  nor  the  other,  but  you 
find,  as  typified  in  New  York,  or  New  Amsterdam,  a  system  of 
excises,  or  taxes  on  business,  a  system  of  taxes  on  drinks,  on  food, 
and  so  forth. 

Those  of  you  who  live  in  Long  Island  to-day  know  that  Long 
Island  was  settled  by  people  who  had  come  from  New  England, 
and  that  they  were  entirely  different  from  the  people  in  New  Am- 
sterdam. Even  in  the  eighties  of  the  Eighteenth  Century  there 
was  great  rivalry  between  the  Long  Island  towns  and  New  York. 
Their  revenue  system  was  different  from  that  of  New  York  be- 
cause their  economic  system  was  different.  I  need  not  dwell  fur- 
ther on  the  economic  basis  of  finance. 

Another  important  factor  on  which  much  might  be  said  if 
there  were  time,  is  the  change  that  has  taken  place  in  political 
conditions,  the  development  of  democracy,  which  of  course  in  it- 
self is  an  outgrowth  of  the  economic  conditions.  No  Industrial 
Revolution,  no  democracy !  Wherever  you  find  the  one  you  find 
the  other.  Now,  as  soon  as  you  have  democracy,  with  a  demand 
on  the  part  of  the  average  man  to  share  in  some,  at  least,  of  the 
blessings  of  civilization,  the  under  dog  will  come  to  the  top,  and 
you  find  the  emergence  of  an  entirely  new  idea  in  fiscal  relations, 
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the  idea  which  was  expressed  in  the  French  Revolution,  and  which 
we  nowadays  call  the  theory  of  faculty  or  ability  to  pay,  that  peo- 
ple should  contribute  to  the  public  burdens  no  longer  in  accordance 
with  their  power  to  control  others,  but  in  accordance  with  their 
obligations,  measured  in  terms  of  ability  to  pay;  and  that,  there- 
fore, the  wealthier  a  man,  and  not  the  poorer  a  man,  the  more  he 
ought  to  pay. 

We  see  the  beginnings  of  that  in  France  before  the  Revolu- 
tion, but  it  was  distorted.  We  find  lip  service  given  to  the  theory 
of  "the  strong  man  bound  to  bear  the  burden  of  the  weak."  In 
reality,  the  principle  was  turned  upside  down.  Mediaeval  life  is 
simply  an  illustration  of  the  weak  bearing  the  burdens  of  the 
strong,  with  immunities  from  taxation,  with  the  exemption  of  the 
clergy  and  of  the  nobility. 

This  emphasis  upon  ability  to  pay  is  the  interesting  thing  to 
notice  in  our  own  recent  progress,  with  the  spread  of  democracy, 
for  there  has  been  a  marked  development  from  the  aristocracy  as 
it  existed  in  the  Eighteenth  Century,  when  no  man  could  vote  un- 
less he  had  some  property,  when  no  man  could  be  elected  unless 
he  had  a  great  deal  of  property,  when  we  were  governed  as  Eng- 
land was,  until  recently,  by  the  great  families.  It  is  only  through 
the  emergence  of  our  democratic  movement,  due  to  the  Industrial 
Revolution  and  the  effects  of  our  frontier  life,  that  you  find  this 
emphasis  put  upon  ability  to  pay.  Nowadays  in  Congress  the  halls 
are  full  of  the  phrase,  whatever  it  may  mean. 

Finally,  I  might  mention  two  other  things  which  are  of  im- 
portance. The  one  is  the  change  in  the  measure  of  wealth.  We 
don't  ordinarily  think  of  that.  Why  is  it  that  in  this  country  our 
wealth  is  measured  in  terms  of  what  a  man  has  or  his  property, 
whereas  in  England  a  man's  wealth  is  measured  in  terms  of  what 
he  gets,  or  his  income?  In  England,  a  man  is  worth  ten  thousand 
pounds  a  year ;  in  this  country,  a  man  is  worth  one  hundred  thou- 
sand dollars,  or  one  million  dollars,  or  one  hundred  million  dollars. 
Why  is  that? 

The  explanation  is  to  be  found  in  the  fact  that  in  the  Middle 
Ages  land  was  the  chief  form  of  wealth.  Under  the  Feudal  Sys- 
tem, land  could  not  be  bought  and  sold  because  of  the  relations  of 
the  vassal  to  the  overlord.  Land  could  accordingly  be  measured 
only  in  terms  of  the  rent  that  it  yielded.  The  rent  roll  was  the 
source  of  a  man's  wealth  in  Mediaeval  England,  as  elsewhere. 


When  the  immigrants  reach  this  country,  all  the  appurtenances 
of  the  feudal  system  were  abolished,  as  we  started  with  a  virgin 
empire,  land  was  bought  and  sold  like  everything  else.  The  conse- 
quence is  that  wealth  began  to  be  measured  in  terms  of  property. 
Property,  of  course,  is  the  selling  value  of  anything,  the  capitaliza- 
tion of  its  income  value.  A  thing  is  worth  only  as  much  as  it  will 
yield.  According  to  the  number  of  years'  purchase,  it  has  a  capital 
value.  Property  is  nothing  but  capital,  and  capital  is  capitalized 
income.  But.  all  through  our  economic  and  political  life,  down  to 
very  recent  times,  a  man's  wealth  was  measured  in  terms  of  prop- 
erty; a  merchant's  wealth  was  estimated  in  terms  of  his  stock  in 
trade. 

The  last  generation,  and  especially  the  last  decade  or  two, 
has  seen  a  remarkable  change  in  the  economic  life  of  this  country. 
Nowadays  wealth  is  coming  more  and  more  to  be  measured  in 
terms  of  income.  As  a  result  of  the  complexity  of  economic  rela- 
tions, a  merchant  nowadays  no  longer  measures  his  property  in 
terms  of  capital.  Two  men  may  have  the  same  capital  and  yet  the 
one  may  have  a  turnover  once  a  year — and  the  other  may  have  a 
turnover  once  a  month  or  once  a  week.  Their  stock  in  trade  may 
be  the  same,  but  their  profits  will  differ  materially.  Furthermore, 
the  situation  is  modified  by  the  development  of  the  professions  and 
the  growth  of  great  captains  of  industry,  like  the  heads  of  our  rail- 
ways and  our  corporations.  Many  have  immense  incomes,  and  yet, 
if  they  happen  to  have  a  wife  or  a  lady-love  who  will  spend  all  they 
make,  may  accumulate  very  little  capital.  None  the  less,  they  also 
possess  a  tax-paying  ability. 

So  that  you  find  everywhere  to-day  in  our  developed  indus- 
trial communities  a  shifting  of  this  measure  of  wealth  from  capital 
to  income.  In  the  Civil  War,  our  revenues  came  almost  exclusively 
from  other  sources,  and  only  a  very  insignificant  sum  was  derived 
from  the  income  tax.  In  the  Great  War,  on  the  other  hand,  nine- 
tenths  of  our  revenue  came  from  the  income  tax. 

In  New  York  I  happen  to  be  a  member  of  the  State  Tax  Com- 
mission, the  Special  State  Tax  Commission,  which  is  just  now 
making  its  report,  to  be  published  in  a  few  days.  Here  you  will 
find  that  we  have  put  the  last  nail  in  the  coffin  of  the  general  prop- 
erty tax,  which  still  exists  in  most  of  the  States,  and  which  is  one 
of  the  fertile  sources  of  trouble  in  California,  from  which  State 
one  of  our  distinguished  guests  comes  to-night. 
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So  that  this  shift  of  the  emphasis  from  property  to  income 
taxes  is  the  result  of  a  profound  change  in  our  economic  life. 

Finally,  the  last  point,  which  is  perhaps  the  most  interesting 
of  all,  is  the  growth  in  the  importance  attached  to  the  social  aspects 
of  finance.  This  is  something  entirely  new,  a  manifestation  of  the 
ethical  conception  of  modern  collective  life.  This  shows  itself  in 
two  phases  of  our  modern  fiscal  system.  One  of  these  is  the  em- 
phasis put  upon  the  inheritance  tax. 

Inheritance  taxes  are  an  essentially  recent  development.  The 
old  idea  was  that  a  man  should  have  the  liberty  not  simply  to 
accumulate  what  he  wants,  but  also  to  transfer  his  accumulations 
to  whomsoever  he  likes.  That  liberty  is  being  seriously  curtailed 
nowadays  by  our  modern  inheritance  taxes.  In  France,  for  in- 
stance, the  combined  estate  and  share  tax  runs  up  to  a  maximum 
of  98  per  cent.  In  other  words,  if  a  man  leaves  an  immense  for- 
tune to  a  distant  relative,  he  must  give  up  98  per  cent,  to  the  State. 
I  don't  think  that  anyone  has  ever  died  in  France  with  so  big  a 
fortune  and  bequeathed  it  to  so  distant  a  relative;  but  legally  it 
is  a  fact. 

The  second  point  in  the  modern  development  is  the  emergence 
of  the  system  of  graduation.  When  I  had  the  fortune  almost  forty 
years  ago  to  write  a  book  on  progressive  taxation,  indicating  what 
was  in  store  for  us  in  this  country  and  the  other  democracies  of 
the  world,  I  remember  distinctly  I  was  accused  by  one  of  the  daily 
papers  of  being  a  Socialist. 

A  little  later  a  distinguished  citizen  moved  away  from  New 
York,  and  transferred  his  legal  residence  to  Newport,  Rhode  Is- 
land, because  the  Legislature  of  New  York  had  the  hardihood  to 
introduce  a  very  slightly  graduated  system  of  inheritance  taxes, 
which  he  considered  confiscatory  in  principle. 

It  was  not  long,  however,  before  this  system  of  progression, 
or  graduation,  rapidly  developed,  so  that  during  the  war  the  United 
States  took  what  was  at  that  time  the  unheard-of  sum  of  77  per 
cent,  of  a  man's  income.  Graduation  of  taxation  has  become  a 
commonplace  to-day. 

In  the  program  that  our  worthy  Secretary  of  the  Treasury 
has  just  placed  before  the  country,  you  will  remember  that  he  con- 
siderably stiffens  the  scale  of  graduation  of  both  income  taxes  and 
inheritance  taxes  in  this  country,  and  this  is  done  without  creating 
much  of  a  murmur. 


11 


So,  you  see,  gentlemen,  when  you  talk  of  a  fiscal  system,  you 
have  got  to  think  of  the  underlying  economic  system. 

There  remains  one  point  which  needs  some  consideration. 
That  is,  the  relation  of  these  direct  taxes,  or  taxes  on  wealth,  as 
measured  in  the  way  indicated,  to  the  so-called  indirect  taxes.  No 
country  can  ever  depend  solely  upon  a  system  of  direct  taxes  on 
wealth,  because,  in  order  to  meet  the  enormous  demands  of  modern 
economic  and  political  life,  it  becomes  requisite  to  tap  all  the 
sources  of  the  community. 

The  difference,  however,  between  our  modern  system  and  the 
mediaeval  system  is  of  a  double  nature.  In  the  first  place,  we  try, 
as  far  as  possible,  to  spare  the  expenditures  of  the  impecunious, 
and  to  put  more  and  more  of  a  burden  upon  the  expenditures  of 
those  who  can  afford  to  pay.  Secondly,  instead  of  following  the 
example  of  the  proverbial  Irishman  at  Donnybrook  Fair,  "when- 
ever you  see  a  head,  hit  it,"  the  modern  democratic  system  en- 
deavors to  concentrate  the  indirect  taxes  upon  a  few  articles,  and 
to  pay  more  attention  to  the  incidence  and  effects  of  taxation. 

In  this  country,  ever  since  the  time  the  Constitution  was 
framed,  we  started  out  with  a  distinction  between  the  State  and 
the  Federal  Government.  We  relegated  to  the  States  the  taxation 
of  property,  and  depended  for  our  federal  resources  primarily 
upon  indirect  taxes  in  the  shape  of  customs  duties. 

It  was  not  long,  however,  before  Alexander  Hamilton  supple- 
mented the  customs  by  internal  duties.  He  did  this  partly  in  order 
to  develop  the  national  consciousness,  in  order  to  make  every  citi- 
zen feel  that  when  he  consumed  his  glass  of  whiskey  or  smoked 
his  cigar,  he  should  be  aware  of  the  existence  of  a  national 
government. 

When  the  Federalists  were  defeated,  the  Hamiltonian  system 
was  abolished,  and  for  over  half  a  century  we  relied  exclusively, 
except  in  time  of  war,  upon  import  duties. 

After  the  Civil  War,  however,  when  our  economic  conditions 
began  to  change,  we  added  to  our  import  duties  a  system  of  mod- 
ern taxes  on  consumption,  consisting  almost  entirely  of  taxes  on 
distilled  spirits  and  fermented  liquors  and  taxes  on  tobacco.  This 
continued  up  to  about  twenty  or  twenty-five  years  ago,  when,  as  a 
consequence  of  the  changes  in  our  economic  life  to  which  I  have 
alluded,  it  became  necessary  to  add  to  these  a  system  of  corporate 
and  personal  taxes  known  nowadays  as  the  income  tax.  This  has 
now  become  the  sheet-anchor  of  our  entire  fiscal  system. 
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Then,  twelve  years  ago,  came  the  further  change  in  our  eco- 
nomic life,  brought  about  by  Prohibition.  This  had  important 
fiscal  aspects  which  have  often  been  overlooked. 

During  the  decade  from  1910  to  1920,  the  internal  revenue  of 
the  United  States  had  become  as  large  as,  and  in  some  years  larger 
than,  the  import  duties.  Of  the  two  constituent  elements  of  that 
system,  the  revenue  from  the  tax  on  distilled  and  fermented  liquors 
was  about  three  times  as  large  as  that  of  the  tobacco  tax.  For 
instance,  in  the  year  1916,  the  revenue  from  whiskey  was  $247,- 
000,000,  and  from  tobacco,  $88,000,000.  Between  them,  they 
yielded  about  40  per  cent,  of  our  revenue.  The  tax  on  whiskey 
raised  almost  three  times  as  much  as  that  on  tobacco. 

In  the  year  1918,  the  last  year  before  Prohibition,  the  tax  on 
liquors  amounted  to  $444,000,000,  and  on  tobacco,  $156,000,000; 
again,  about  three  times  as  much. 

Since  that  period  this  country  has  greatly  advanced  in  wealth 
and  in  population.  In  the  last  normal  year  before  the  great  crisis, 
i.e.,  1930,  the  tax  on  tobacco,  which  continued  in  about  the  same 
form  as  it  has  been  for  the  last  generation,  yielded  $450,000,000. 
In  the  meantime,  there  came  the  development  of  the  income  tax, 
and  during  the  last  few  years  the  personal  income  tax  yielded  about 
a  billion  dollars.  If,  now,  we  still  had  the  tax  on  distilled  and 
fermented  liquors,  and  if  it  were  at  the  same  rate  at  which  it  was 
levied  ten  or  twelve  years  ago,  and  if,  as  we  have  every  reason  to 
assume,  it  would  still  bear  the  same  proportion  to  the  tobacco  tax 
which  it  has  done  for  a  generation  or  two,  you  will  find  that  at 
the  rate  and  with  the  relative  proportion  which  it  occupied  in  1918, 
the  whiskey  tax  to-day  would  yield  $1,280,000,000. 

But,  that  is  not  all  of  the  story.  If  we  add  to  the  federal  tax 
the  State  and  local  licenses,  the  figures  would  be  still  greater.  In 
the  year  1918  the  State  of  New  York  received  from  its  liquor 
licenses  $21,000,000;  and  the  local  licenses  amounted  to  $16,000,- 
000  or  $17,000,000.  In  other  words,  the  State  and  local  liquor 
taxes  together  amounted  to  roughly  $40,000,000.  With  the  growth 
of  population  and  wealth,  if  we  had  the  same  rates  to-day,  the  tax 
would  yield  about  $100,000,000. 

This  figure  is  for  the  State  of  New  York  alone.  If  we  add 
all  the  other  States,  in  many  of  which  liquor  licenses  existed,  it 
would  be  safe  to  state  that  if  we  had  this  system  of  federal  liquor 
taxes,  and  of  State  and  local  liquor  licenses,  we  should  have  a 
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revenue  to-day  of  about  a  billion  and  a  quarter  to  a  billion  and  a 
half  dollars,  or  almost  three  times  as  much  as  is  expected  from  the 
personal  income  tax  next  year. 

That  brings  me  to  the  point  that  I  want  to  make.  We  are 
now  in  a  parlous  condition.  The  Secretary  of  the  Treasury  sug- 
gests, that  in  order  to  meet  the  deficit  of  over  one  billion  dollars 
of  last  year,  and  of  over  two  billion  dollars  for  the  coming  year, 
we  secure  those  sums  partly  from  a  great  increase  of  the  income 
tax,  and  partly  from  indirect  taxes,  including  some  that,  during  the 
war,  became  known  as  nuisance  taxes. 

The  point  that  I  desire  to  emphasize  is  that,  were  it  not  for 
Prohibition,  it  would  not  only  be  unnecessary  to  levy  any  of  these 
indirect  taxes,  but  we  might  even  do  away,  if  we  so  desired,  with 
our  income  tax;  I  want,  therefore,  to  drive  home  to  you  the  fact 
that  we  have,  for  reasons  good  or  bad,  voluntarily  abandoned  an 
important  source  of  revenue  upon  which  every  other  civilized 
country  depends  and  which  if  we  were  to  have  it  to-day,  would 
render  unnecessary,  even  in  normal  times,  not  only  our  personal 
income  tax,  but  above  all,  these  additional  taxes  that  are  being 
suggested  in  both  Federal  and  State  finance. 

The  second  conclusion  that  I  want  to  stress  has  reference  to 
the  total  amount  of  the  suggested  taxes.  Our  fiscal  leaders  at 
Washington  are  perfectly  right  in  emphasizing  the  necessity  of  this 
country's  balancing  its  budget  in  order  to  maintain  the  Federal 
credit.  Unless  the  Government  upholds  the  public  credit,  there 
can  be  no  firm  foundation  for  private  credit.  Any  sacrifice,  how- 
ever severe,  is  justifiable  if  needed  to  achieve  that  end. 

But,  gentlemen,  I  ask  you,  what  magic  is  there  in  the  term  of 
twelve  months?  Why  should  we  say  we  must  balance  our  budget 
for  twelve  months,  rather  than  for  three  months  or  for  two  years, 
or  three  years?  Balancing  the  budget  is  indeed  a  necessity,  but 
why  should  not  the  fat  years  be  permitted  to  atone  for  the  lean 
years?  Why  should  we  not  have  a  system  which  in  time  of  pros- 
perity would  enable  us  to  put  in  reserve  some  of  the  surplus  rev- 
enues, such  as  those  that  we  have  had  during  the  past  five  or  six 
years,  before  the  smash,  and  on  the  other  hand,  in  times  of  stress, 
like  this,  to  go  slow  in  increasing  the  burden  upon  the  individual 
and  the  community?  For  every  additional  tax  which  is  taken  out 
of  the  income  of  the  individual,  or  out  of  the  business  of  the  com- 
munity, means  a  still  further  deflation  of  prices.     The  great  thing 
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that  we  are  now,  above  all,  as  economists,  anxious  to  avoid,  is  to 
prevent  further  deflation,  and  to  bring  about  an  equalization  of 
the  price  level. 

Accordingly,  even  though  I  know  it  is  hopeless  to  think  of  se- 
curing any  revenue  from  distilled  or  fermented  liquors  next  year, 
or  even  in  the  next  few  years,  I  venture  to  ask  why  is  it  not  better 
to  lean  backward  a  bit,  to  go  a  little  slow,  to  do  in  this  peace  crisis 
what  we  did  in  the  War  crisis?  In  the  crisis  of  war  we  had  no 
difficulty  in  maintaining  the  credit  of  the  United  States.  We  bor- 
rowed about  eighty  per  cent,  and  taxed  about  twenty  per  cent,  in 
order  to  raise  the  thirty-five  or  forty  billions  of  dollars  that  we 
shot  away  in  a  year  and  a  half  of  warfare.  Why  is  it  not  desirable 
to  go  a  little  more  heavily  on  the  debt  side  and  a  little  more  lightly 
on  the  tax  side  in  meeting  the  present  emergency  ? 

In  the  State  of  New  York  we  can't  do  that  because,  ever  since 
the  orgy  of  the  'Forties,  as  you  know,  and  the  adoption  of  the  new 
Constitution,  we  are  prevented  from  borrowing  any  money,  with- 
out a  long  rigmarole  of  constitutional  appeal  to  the  public,  which 
lasts  a  year  or  two.  It  is  difficult  for  the  State  of  New  York  to 
borrow  in  an  emergency,  and  therefore  it  must  tax.  That  is  a 
weakness,  I  think,  in  our  fiscal  system.  But  this  does  not  apply 
to  our  Federal  system.  While  I  should  be  second  to  none  in  the 
demand  to  uphold  the  credit  of  the  country,  I  venture  to  say  that 
the  fiscal  authorities  of  a  great  country  must  look  to  the  economic 
consequences  of  their  action  and  that  they  must  consider  it  their 
duty  not  alone  to  uphold  public  credit,  but  also  to  maintain  and 
keep  alive  the  enterprise  of  the  great  business  community. 

It  is  clear,  therefore,  from  what  I  have  said,  that  the  fiscal 
problems  which  confront  this  country  to-day  are  very  important 
and  complicated  problems ;  that  they  have  come  upon  us  partly 
because  of  the  lack  of  thorough-going  analysis  of  our  economic  sit- 
uation, partly  because  of  our  wilful  abandonment  of  great  fiscal 
resources. 

Taking  the  situation  as  it  is,  all  that  I  would  urge  is  that  we 
should  pay  attention  to  the  attempt  to  restore,  as  far  as  it  is  pos- 
sible, the  normal  economic  situation,  and  that  we  should  join  with 
a  vigorous  tax  policy  a  consideration  of  the  more  fundamental 
factors  which  are  responsible  for  the  maintenance  of  private  as 
well  as  of  public  credit.     (Applause.) 

15 


President  Molitor:  Well,  gentlemen,  you  can  see  that  Mr. 
Henry  and  I  made  no  mistake.  Words  fail  me,  Doctor,  in  ex- 
pressing my  appreciation  on  behalf  of  the  Institute  for  those  words. 
All  I  can  say  is  this,  sir,  while  you  have  made  a  great  success  as  an 
economist ;  what  a  great  engineer  you  would  have  made ! 

Gentlemen,  it  does  seem  to  me  that  with  those  very  weighty 
words  before  us,  and  with  that  analysis  of  the  present  situation 
that  hits  us  all,  that  perhaps  the  tocsin  has  been  sounded,  and  I 
am  going  to  ask  Mr.  Henry  to  lead  off  on  behalf  of  the  Institute 
with  a  few  words  on  the  subject,  and  anything  else  he  may  want 
to  say. 

Mr.  Henry:  Well,  Mr.  President,  I  hardly  think  that  I  can 
say  anything  of  importance  after  the  very  illuminating  address 
which  we  have  listened  to,  but  I  do  think  that  something  concrete 
ought  to  be  done  on  the  line  suggested  by  Professor  Seligman's 
address.  As  you  all  know,  the  American  Institute  of  Consulting 
Engineers  is  not  a  strictly  technical  organization,  but  it  is  sup- 
posed to  deal  as  well  with  economics  and  other  matters  relating 
to  the  public  welfare.  The  liquor  problem  is  really  a  question  of 
economics — a  matter  of  revenue  that  can  be  obtained,  not  only  for 
the  Federal  government,  but  also  for  state  and  local  governments. 
Now,  you  may  all  say  that  it  is  impossible  to  repeal  the  18th  Amend- 
ment. I  have  never  been  of  that  opinion ;  and  what  will  bring 
about  its  repeal  are  the  high  taxes  which  now  prevail — not  the  in- 
come tax,  for  that  form  of  tax  is  paid  by  comparatively  few.  The 
ordinary  voter,  and  particularly  the  farmer,  does  not  pay  an  in- 
come tax,  and  therefore  he  is  not  interested  as  to  whether  it  is 
high  or  low.  But  the  average  voter  is  greatly  interested  in  state 
and  local  taxes,  which  are  a  great  burden  on  those  who  escape  the 
income  tax.  Once  you  can  get  it  into  the  mind  of  the  average 
voter  that  by  repealing  the  18th  Amendment,  and  permitting  not 
all  of  the  revenues  derived  from  liquor  taxes  to  go  to  the  Federal 
government,  but  a  very  substantial  part  of  them  to  the  states  for 
the  reduction  of  local  taxes,  repeal  is  not  beyond  a  possibility. 

If  a  billion  and  a  half  dollars  should  be  realized  from  liquor 
taxes,  as  indicated  by  Dr.  Seligman,  and  if  half  should  go  to  the 
states  and  the  local  communities,  it  would  reduce  state  and  local 
taxes  about  twenty  per  cent.  I  am  sure  you  will  agree  with  me, 
that  if  you  could  get  that  home  to  the  farmers  of  this  country,  the 
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repeal  of  the  18th  Amendment  would  soon  follow,  particularly 
when  they  are  also  aware  that  Prohibition  has  brought  about  the 
bootlegger  and  other  evils,  which  many  believe  are  worse  than  the 
evils  of  the  old  saloon  days.  In  order  to  bring  this  matter  to  the 
attention  of  the  members  here  present,  I  offer  the  following 
resolutions : 

Whereas,  The  Federal  government  is  now  operating  under  a  seri- 
ous deficit,  and 

Whereas,  This  deficit  requires  the  Congress  to  increase  taxation  in 
an  extraordinary  amount  to  properly  balance  the  budget, 
and 

Whereas,  The  recommendations  have  been  made  by  Federal  offi- 
cials, leaders  of  Congress  and  others  in  respect  to  the 
methods  of  such  increases,  and 

Whereas,  The  Eighteenth  Amendment  to  the  Constitution  has  re- 
moved an  easy  element  of  taxation,  notably  the  duties 
upon  wines,  beers  and  spiritous  liquors ;  now  therefore 
be  it 

Resolved,  By  the  American  Institute  of  Consulting  Engineers,  at 
its  Annual  Meeting,  January  18,  1932,  that  the  removal 
of  Prohibition  would  go  far  toward  balancing  the  Fed- 
eral, state  and  municipal  budgets.  It  would  also  return 
to  the  farmer  his  pre-Prohibition  market  for  agricultural 
products,  and  be  it  further 

Resolved,  That  this  Institute  recommends  to  the  Congress  and  to 
the  states,  the  repeal  of  the  Eighteenth  Amendment  to 
our  Constitution. 

Mr.  Chester:  I  think  this  Institute  is  getting  out  of  its  field. 

President  Molitor:   Will  anybody  second  the  resolution? 
The  resolution  was  seconded. 

President  Molitor:  Mr.  Chester  is  possibly  right,  but  nev- 
ertheless a  resolution  has  been  presented,  it  has  been  seconded,  and 
it  is  now  open  for  discussion. 
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Mr.  Chester:  I  move  that  it  be  tabled. 
The  motion  was  seconded. 

President  Molitor:  That  is  not  subject  to  discussion.  You 
have  heard  the  motion  to  table  the  resolution,  gentlemen;  are  you 
ready  for  the  question? 

The  question  was  called. 

President  Molitor:  We  will  have  to  have  a  show  of  hands. 
My  ears  are  not  good  enough  to  decide  that  point.  All  those  in 
favor  of  tabling  the  resolution  will  kindly  raise  their  hands. 

President  Molitor  :  All  those  that  are  contrary-minded  and 
vote  "No"  on  the  resolution  being  tabled  will  raise  their  hands. 

President  Molitor:  I  think  there  is  no  question  but  what 
the  resolution  is  lost. 

Dr.  Grunsky  :  The  suggestion  is  frequently  made  that  it  be 
left  to  the  individual  States  to  determine  whether  they  would  have 
Prohibition  or  not.  If  this  program  were  carried  out  it  would 
lead  to  a  very  embarrassing  condition.  The  boundary  of  every 
State  might  have  to  be  guarded  against  bootlegging.  Whether  we 
are  for  or  against  Prohibition  we  must  yet  recognize  that  other 
factors  are  to  be  taken  into  account  when  a  repeal  of  the  Eight- 
eenth Amendment  is  under  consideration.  The  highways  must  be 
kept  free  from  intoxicated  drivers.  The  automobile  will  prevent 
a  repeal  of  the  Eighteenth  Amendment. 

I  have  listened  with  extreme  interest  and  pleasure  to  Dr.  Sel- 
igman.  He  has  thrown  much  light  on  the  taxation  problem.  There 
are,  however,  some  thoughts  in  connection  with  this  problem  which 
I  would  like  to  add  to  what  has  already  been  said.  It  is  gratifying 
to  find  that  engineers  throughout  the  country  are  taking  an  in- 
terest in  this  matter,  because  there  is  no  other  group  of  men  who 
are  better  qualified  to  analyze  the  taxation  problem  down  to  basic 
principles. 

One  of  the  first  things  that  deserves  consideration  is  whether 
or  not  the  present  practice  of  granting  exemptions  from  taxation 
is  a  wise  practice.  The  term  "tax  exemption"  is  a  polite  term  for 
an  indirect  bonus.     Why,  we  may  ask,  should  the  salary  of  a  mu- 
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nicipal  employee  be  exempted  from  the  income  tax?  Why  is  the 
laborer,  even  though  he  gets  but  five  dollars  a  day,  exempted  from 
the  income  tax?  Is  it  not  a  fact  that  he  is  actually  paying  a  con- 
cealed tax?  It  has  become  our  practice  to  shift  the  tax  burden. 
Thus,  for  example,  the  landowner  puts  his  tax  into  the  rent.  The 
rent  paid  by  a  storekeeper  is  put  into  the  goods  and  commodities 
which  he  sells.  Let  me  use  the  sale  of  a  pair  of  shoes  as  an  ex- 
ample. There  is  concealed  in  its  sale  price  the  tax  on  the  land  on 
which  the  cattle  grazed,  whose  hides  were  converted  into  leather.  It 
carries  the  tax  on  the  land  on  which  the  tan-bark  grew,  with  which 
the  leather  was  tanned.  It  carries  the  tax  that  was  paid  by  the 
transportation  companies  that  carried  the  tan-bark  and  the  hides  to 
the  tanner.  It  carries  the  tax  which  the  tanner  paid  on  his  land. 
It  carries  the  tax  which  was  paid  by  the  corporation  that  trans- 
ported the  leather  to  the  shoe  factory.  The  factory-owner  put  all 
of  his  taxes  into  the  shoes  and  so  did  the  corporation  which  trans- 
ported the  shoes  to  the  retailer.  The  retailer  paid  rent,  in  which 
was  included  a  land  tax  and  then  he  put  on  this  tax  (a  part  of  the 
cost  of  the  shoes)  a  profit  addition  of  33^  per  cent.,  and  finally 
offered  the  shoes  to  the  purchaser — to  the  laborer,  if  you  please, 
with  his  own  taxes  plus  a  profit,  with  all  of  the  other  taxes  that 
had  been  paid  in  connection  with  the  production  of  the  material  in 
the  shoes  and  with  its  assembly  in  the  finished  product,  always  with 
a  profit  added.  The  ultimate  consumer  in  this  case,  and  in  fact 
all  along  the  line,  is  the  real  taxpayer,  although  he  may  not  know 
it.  He  is,  moreover,  burdened  with  the  profits  on  the  various  taxes 
treated  as  cost  increments  which  are  put  upon  the  article  which 
he  purchases  by  the  landowner,  by  the  manufacturer,  by  the  trans- 
portation and  other  corporations,  by  the  wholesaler,  and  by  the 
retailer.  He  would  be  much  better  oft"  if  he  were  permitted  to  pay 
directly,  when  he  makes  his  purchase,  a  tax  meeting  all  the  require- 
ments of  city,  county,  state,  and  nation. 

However,  if  it  should  be  found  that  a  universal  sales  tax  is 
feasible  it  would  have  to  be  supplemented  by  income  taxes  in  the 
higher  brackets.  The  alternative,  of  course,  is  to  substitute  a  uni- 
versal income  tax  for  the  sales  tax. 

Not  long  ago  I  asked  the  question  of  an  expert  who  was  rep- 
resenting farm  organizations  how  the  cost  of  government  in  Cali- 
fornia was  met.  The  reply  was  by  taxing  corporations,  to  which  I 
replied :  "Is  not  this  in  reality  a  sales  or  consumption  tax  collected 

19 


at  the  source?"  Every  railroad  ticket,  every  freight  bill,  every  bill 
for  the  output  of  privately-owned  public  utilities  carries  a  tax  in- 
crement. How  can  this  system  of  putting  the  cost  of  the  State 
government  on  a  special  group  of  people  be  justified?  It  is  an 
unfair  system,  particularly  in  view  of  the  fact  that  from  each  indi- 
vidual rate-payer  or  consumer  a  profit  increment  is  collected  with 
the  tax.  Let  me  give  a  few  illustrations  to  show  how  the  practice 
of  granting  exemptions  from  tax  has  run  wild. 

In  California  the  veteran  is  granted  an  exemption  in  the 
amount  of  $1,000  from  his  tax  assessment.  He  is  thus  given  an 
indirect  bonus  which  may  amount  to  $40  or  $50  a  year.  We  are 
satisfied  to  have  him  get  this  bonus.  However,  just  across  the 
street  lives  another  veteran  who  was  in  the  same  wars,  made  equal 
or  greater  sacrifices,  has  a  wife  and  four  children,  lives  in  a  rented 
apartment,  but  has  no  property.  He  does  not  get  the  indirect 
bonus  of  his  more  favored  neighbor.  Why  the  difference?  If  a 
bonus  is  to  be  given  to  anyone,  whether  to  the  public  official  or  to 
the  veteran,  why  not  give  it  openly?  If  in  the  case  of  an  official 
the  salary  is  not  large  enough,  increase  the  salary.  The  habit  of 
giving  bonuses  has  become  so  general  that  we  forget  about  it. 

Even  our  national  banks  are  granted  a  bonus.  When  the  Pan- 
ama Canal  was  constructed  at  a  cost  of  nearly  $400,000,000,  the 
money  for  its  construction  was  raised  by  the  sale  of  low  interest 
bearing  bonds.  These  bonds  were  used  by  national  banks  as  a 
basis  for  circulation.  They  were  deposited  in  the  United  States 
Treasury  and  bank-notes  were  issued.  By  the  circulation  of  these 
bank-notes,  the  banks  borrowed  from  the  public  without  paying 
interest.  The  bonus  in  this  case  may  have  amounted  at  its  maxi- 
mum to  about  one  per  cent,  of  the  cost  of  the  canal.  Why  such  a 
bonus?    It  was  unnecessary.     The  banks  were  not  in  distress. 

As  another  illustration  of  the  giving  of  bonuses,  reference 
may  be  made  to  the  Reclamation  Act.  This  was  passed  in  1902. 
The  settler  was  invited  to  purchase  land  in  the  reclamation  dis- 
tricts, with  the  understanding  that  he  would  be  given  forty  years' 
time  in  which  to  repay  to  the  Government  the  cost  of  the  irrigation 
works  and  with  the  further  understanding  that  he  would  not  be 
required  to  pay  interest  on  the  deferred  payments.  The  waiving 
of  interest  is  equivalent  to  giving  the  individual  settler  a  bonus 
practically  equal  to  the  cost  of  the  irrigation  works.  Why  such  a 
bonus?     Farming  industry  is  not  benefited  thereby.     It  does  not 
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even  benefit  future  owners  of  the  property,  because  the  original 
settler,  when  he  sells  his  farm  to  a  successor,  puts  the  bonus  in  his 
pocket.  He  capitalizes  the  fact  that  his  land  has  a  special  advan- 
tage over  other  farm  land,  because  the  debt  to  the  government  car- 
ries no  interest. 

Reverting  again  to  the  matter  of  taxation.  I  would  ask  why 
put  a  heavy  tax  burden  on  land?  Land  should  be  taxed  barely 
enough  to  encourage  its  improvement.  Why  tax  the  manufac- 
turer? Why  tax  corporations?  Why  tax  the  wholesaler?  Why 
tax  the  retailer?  Why  tax  the  goods  on  his  shelves  or,  in  fact, 
any  personal  property?  Why  not  devise  some  means  of  taking 
from  the  ultimate  consumer  the  funds  which  are  required  by  the 
government,  thus  freeing  him  from  the  pyramided  profits  on  taxes 
which  he  now  pays.  It  will  make  little  difference  in  principle 
whether  this  is  done  as  the  money  comes  into  his  pocket  or  as  it 
goes  out. 

The  speaker  of  the  evening  has  given  us  much  food  for 
thought.  It  is  particularly  important  for  the  engineers  throughout 
the  country  to  study  and  analyze  taxation  problems  and  to  assist 
in  making  the  fundamental  principles  thereof  understood  by  the 
general  public.  Above  all,  the  present  system  of  passing  on  taxes, 
plus  a  profit,  to  the  ultimate  consumer  should  be  modified. 

Mr.  Forstall  :  I  want  to  emphasize  something  that  Mr. 
Grunsky  has  just  said,  or  rather  to  ask  a  question  as  to  why  cor- 
porations, public  utilities,  should  be  taxed  so  heavily.  I  saw  in 
an  article  that  I  was  reading  to-day,  or  a  newspaper  clipping,  the 
reason.  A  member  of  the  Legislature  of  one  of  the  largest  states 
in  the  country  made  the  statement  that  utilities  should  be  taxed, 
because  that  tax  didn't  bear  on  anybody  except  the  utilities.  Of 
course,  a  great  many  of  his  constituents  believed  that,  or  he  would 
not  have  said  it.  It  was  said  for  their  consumption.  If  we  have 
many  legislators  believing  that,  and  getting  their  constituents  to 
believe  it,  you  can  see  why  the  utilities  are  taxed. 

Mr.  Henry  rather  gave  the  same  idea  that  there  were  taxes 
which  a  great  many  people  didn't  pay.  Mr.  Grunsky  covered  that. 
There  is  no  tax  which  is  not  paid  by  practically  everybody  in  the 
country,  but  it  is  paid  so  indirectly  that  they  don't  notice  it  and 
don't  care  how  the  money  raised  by  it  is  spent.  I  have  always 
been  in  favor  of  direct  taxation. 
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President  Molitor:  Well,  if  somebody  does  not  get  up  and 
talk  voluntarily,  I  shall  have  to  call  upon  him,  but  I  would  suggest 
that  the  next  speaker  confine  himself  to  the  resolution. 

Dr.  Grunsky  :  I  hope  I  was  understood  as  speaking  against 
the  resolution.  The  last  speaker  spoke  of  direct  taxation.  I  might 
make  the  suggestion  that  everything  is  not  directly  paid  by  taxation. 

President  Molitor  :  We  have  heard  from  California  and  I 
have  certain  sympathies  toward  this  resolution  that  is  before  the 
house.  I  am  just  going  to  take  a  chance  and  ask  some  one  from 
Louisiana  to  talk. 

Mr.  Coleman:  Mr.  Chairman,  being  the  sole  representative 
from  Louisiana  present  to-night,  I  could  not  help  but  understand 
that  you  were  calling  on  me.  Louisiana,  at  the  present  time,  is 
under  a  cloud  in  so  far  as  governmental  affairs  are  concerned,  and 
few  of  us  down  there  are  granted  the  privilege  of  expressing 
ourselves. 

I  have  grown  out  of  the  habit  of  thinking  much  of  govern- 
mental affairs,  since  in  the  last  three  years  we  have  had  the  kind 
of  government  you  have  read  about.  So  I  will  have  to  ask  you  to 
let  me  sit  on  the  side-lines  and  listen  and  learn. 

President  Molitor:  Will  somebody  else  speak  on  the  reso- 
lution besides  Mr.  Henry? 

Mr.  Chester:  Is  it  fair  to  remind  you,  and  I  don't  think  it  is 
necessary,  that  the  resolution,  if  the  purport  of  it  were  adopted 
by  the  country,  would  remove  the  tax — that  is,  if  it  removes  the 
income  tax — from  the  shoulders  of  the  man  who  can  afford  to  pay 
it,  and  place  it  on  the  poorer  man  who  can't  afford  to  pay  ? 

When  the  man  paid  seventy-six  per  cent,  of  his  income,  he 
had  to  have  an  income  of  two  hundred  thousand  dollars  a  year  to 
reach  that  point,  did  he  not  ? 

Professor  Seligman  :   Yes. 

Mr.  Chester:  And  he  had  enough  to  keep  the  wolf  from  the 
door  after  that.     But  that  was  not  so  in  pre-Prohibition  days  of 
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the  man  who  got  his  pay  on  Saturday  noon  and  staggered  home 
with  most  of  it  under  his  belt. 

President  Molitor:  Well,  can  anybody  else  be  induced  to 
talk  on  this,  or  do  you  want  to  put  it  to  a  vote  ? 

Mr.  Perring:  It  is  of  interest  to  observe  that,  based  upon 
past  statistics  indicating  a  pre-Prohibition  day  internal  revenue 
from  alcoholic  liquors  of  three  times  as  great  as  the  revenue  from 
tobacco,  the  revenue  from  alcoholic  liquors  in  1931,  had  such  a 
tax  been  levied,  would  have  amounted  to  a  sum  well  in  excess  of 
one  billion  dollars. 

The  question  arises  as  to  the  extent  of  information  extant  on 
the  value  of  alcoholic  liquors  consumed  in  these  Prohibition  days, 
which  would  have  been  previously  taxed. 

If  there  is  reasonably  reliable  information  as  to  the  value  of 
alcoholic  liquors  now  used,  as  against  a  hypothetical  curve  of  use 
based  upon  pre-Prohibition  experience,  the  economic  status  of  Pro- 
hibition could  be  determined  with  some  accuracy. 

It  might  be  well  that  such  an  hypothetical  curve  would  not 
continuously  rise,  but  might  become  flattened  to  a  horizontal  line 
or  even  begin  to  descend. 

Shortly  after  the  World  War,  the  discussion  began  as  to  the 
cancellation  of  war  debts.  The  war  debts  were  not  cancelled,  and 
shortly  there  came  a  period  of  world  depression,  brought  about, 
many  say,  by  refusal  to  cancel  war  debts,  with  a  resulting  disrupt- 
ing of  credit  structures.  This  depression  has  cost  the  people  of 
the  United  States,  thus  far,  more  than  the  war  debts  which  we 
were  asked  to  cancel. 

If  these  statements  are  facts,  it  appears  that  we  have  paid  for 
the  cancellation  of  debts  whether  we  wished  to  or  not,  and  are  con- 
tinuing to  pay. 

The  analogy  to  internal  revenue  and  Prohibition  is  similar. 
If  we  are  using  now  alcoholic  liquors  to  an  extent  indicated  by  a 
hypothetical  extension  of  the  consumption  curve  of  pre-Prohibi- 
tion days,  the  people  are  in  no  better  position  from  the  standpoint 
of  protection  from  the  alleged  evil  effects  of  alcoholic  liquors,  but 
we  are  in  a  sorry  economic  plight,  in  that  we  do  not  get  the  rev- 
enue, which  we  are  forced  to  make  up  in  income  taxes,  to  an  even 
greater  degree  because  of  the  cost  of  attempted  enforcement  of 
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Prohibition.  If  we  are  getting  a  real  measure  of  Prohibition  en- 
forcement with  relatively  low  consumption  of  alcoholic  liquors, 
then  the  economics  must  be  weighed  against  other  and  possibly 
more  far-reaching  advantages. 

I  voted  against  tabling  the  resolution  in  order  to  hear  some 
discussion,  which  will  be  the  more  intelligent  to  me  if  the  question 
as  to  the  extent  of  consumption  of  alcoholic  liquors  can  be 
answered. 

Professor  Seligman  :  The  figures  the  speaker  desires  are  not 
available  in  the  form  in  which  he  would  like  them.  Because  con- 
sumption is  illegal,  there  is  no  possible  way  of  ascertaining  exactly 
what  the  consumption  is.  My  calculations,  which  I  think  are  fairly 
accurate,  proceed  by  analogy  rather  than  by  definite  statistics. 
What  I  took  was  this:  Going  back  all  the  way  to  the  Civil  War, 
I  found  that  the  consumption  of  liquor  per  capita  bore  a  certain 
financial  relation  to  the  consumption  of  tobacco  per  capita.  While 
the  rates  of  the  taxes  have  changed  slightly  in  both  cases,  it  is 
almost  invariably  true  that  the  revenue  from  liquor  was,  on  the 
average,  a  little  more  than  three  times  as  much  as  the  revenue 
from  tobacco.  This  was  partly  because  the  tax  was  higher,  but 
partly  also  because  most  people  drank  more  than  they  smoked. 
On  that  basis,  I  found  that  the  revenue  from  liquor  and  tobacco 
varied  almost  uniformly. 

Now,  taking  that  proportion  of  three  to  one,  which  has  been 
the  case  ever  since  we  have  had  these  taxes,  1864  or  1865,  I  find 
that  last  year,  1930,  there  was  a  revenue  from  the  tobacco  tax  of 
$440,000,000,  as  compared  with  a  revenue  in  1919  of  only  $103,- 
000.000.  In  other  words,  since  Prohibition  has  been  in  force,  in 
these  ten  or  eleven  years,  the  revenue  from  tobacco  has  about 
quadrupled.  That  is  due  partly  to  the  increase  of  population.  We 
have  many  more  people  than  we  had.  But,  it  is  chiefly  due  to  the 
increase  in  wealth,  because  the  richer  a  man  is  the  more  expensive 
the  cigars  he  will  smoke. 

Taking  then  this  $450,000,000  as  a  basis  and  on  the  assump- 
tion that  about  the  same  proportion  would  hold  now  as  then,  I 
calculate  that  the  revenue  from  whiskey,  if  we  had  the  tax,  would 
be  about  three  times  as  much,  which  makes  it  exactly  $1,280,- 
000,000.  If,  however,  instead  of  taking  the  year  1918,  we  take 
the  year  1919,  after  the  Prohibition  Amendment  was  already  in 
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existence,  and  its  effects  were  just  beginning  to  be  felt,  and  mak- 
ing the  same  calculation,  it  would  bring  the  total  revenue,  which 
would  presumably  be  derived  from  the  liquor  tax  to-day,  down  to 
about  $1,055,000,000. 

An  average  between  these  two  figures  would  be  a  fair  and 
conservative  estimate.  The  conclusion  would  then  be  that  if  we 
had  the  whiskey  tax  to-day,  the  Federal  revenue  would  be  be- 
tween $1,100,000,000  and  $1,300,000,000.  If,  however,  we  add  to 
this  the  State  excise  taxes,  I  would  say  it  would  be  conservative  to 
state  that  the  total  revenue  would  be  about  $1,500,000,000.  This 
great  sum  might  be  devoted  in  normal  times  either  to  a  reduction 
of  the  income  tax,  or,  as  Mr.  Grunsky  or  one  of  the  other  gentle- 
men said,  to  a  reduction  of  the  local  property  tax. 

From  that  point  of  view,  the  taxation  of  liquor  would  consti- 
tute a  very  great  advantage  both  to  the  Federal  and  to  the  State  and 
local  governments.  But,  the  figures,  sir,  that  I  have  advanced  are 
figures  that  are  based  upon  analogy  rather  than  upon  exact  sta- 
tistics. There  is  one  other  point  to  be  considered  in  this  connec- 
tion. Although  we  cannot  prove  it,  there  is  little  doubt  but  that 
there  is  an  immense  amount  of  liquor  consumed  in  this  country. 
Some  believe  just  as  much  as  before  Prohibition,  some  believe  a 
great  deal  more  than  before  Prohibition,  just  because  it  has  be- 
come fashionable  for  young  people  of  both  sexes  to  drink  now, 
simply  because  it  is  forbidden. 

I  have  no  doubt  that  the  burden  resting  upon  the  community, 
which  now  takes  the  form  of  illicit  profits  to  the  bootleggers,  is 
many  times  the  billion  and  a  half  which  would  be  raised  by  taxation. 

If  we  could  have  a  well-regulated  system  of  consumption  of 
liquor,  as  is  found  in  many  other  countries,  we  should  not  alone 
have  this  great  revenue  accruing  to  the  Government,  but  we  should 
have  a  great  decrease  of  the  economic  burden  resting  upon  the 
communities  at  large. 

I  am  not  talking  about  the  other  phases  of  the  Prohibition 
problem,  the  social  or  the  economic  aspects  of  the  question.  But, 
simply  from  the  fiscal  point  of  view,  I  wish  to  present  the  thought 
of  what  we  are  sacrificing  in  dollars  and  cents  by  persisting  in  our 
present  course. 

Mr.  Kimball:  I  hesitate  to  say  anything  that  may  even  seem 
to  run  counter  to  what  the  speaker  of  the  evening  has  said.     I  ap- 
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preciate  what  he  has  said  very  highly.  It  was  very  informative. 
But,  I  have  been  asking  myself  the  question,  whether  or  not  any 
tax,  which  would  be  sufficient,  would  eliminate  the  bootlegger  and 
the  train  of  evils  that  follow  his  operations?  I  think  not,  and  for 
this  reason :  I  happen  to  have  a  few  Federal  Government  facts. 
In  1862  whiskey  sold,  according  to  Government  reports,  in  Cin- 
cinnati, for  fourteen  and  a  half  cents  a  gallon.  There  had  been 
no  tax  thereon  for  many  years.  As  a  war  measure,  a  tax  of 
twenty-five  cents  per  gallon  was  first  put  on,  and  soon  twenty-five 
cents  more,  and  more  and  more  and  more  quite  rapidly  until  it 
reached  over  two  dollars  a  gallon.  It  hadn't  gone  far  until  the 
bootleggers  got  busy.  That  is  a  matter  of  record.  He  wasn't 
known  as  the  bootlegger  then.  The  process  that  is  going  on  to- 
day was  going  on  then,  because  the  opportunities  to  make  money 
because  of  high  taxes  were  present.  Permit  alcohol  was  abused 
then  as  now. 

The  thing  went  on  until  '65  or  thereabouts.  It  became  a  pub- 
lic scandal.  In  the  last  tax  year  the  Government  collected,  as  I 
remember,  $70,000,000,  and  it  was  estimated  that  the  bootlegger 
got  several  times  that  amount. 

I  see  no  possible  assurance  that  we  can  depend  upon  a  tax  on 
alcoholics  for  revenue  and  eliminate  the  present  evil.  I  am  no 
more  satisfied  with  what  we  have  to-day  than  the  rest  of  you.  I 
would  like  to  see  some  system  which  would  eliminate  it.  If  we 
could  have  a  government  system  for  the  sale  of  hard  liquor,  good 
liquor,  in  small  quantities,  limited  times,  at  practical  cost,  the  prob- 
lem would  be  solved.  I  don't  think  it  can  be  solved  in  any  other 
way. 

Mr.  Lavis:  I  suppose  before  very  long  we  will  vote  on  this 
resolution.  I  voted  against  tabling  it  because  I  didn't  think  it  wise 
to  shut  off  the  discussion.  We  have  had  a  very  interesting  dis- 
cussion, following  a  very  interesting  presentation  of  the  fiscal  situ- 
ation by  Dr.  Seligman.  I  was  particularly  interested  in  the  first 
part  of  his  address.  I  don't  think  that  all  the'  talk  about  Prohibi- 
tion gets  us  anywhere  at  all.  I  should  very  much  regret  seeing 
this  Institute  adopt  this  resolution.  I  hope  that  the  members  will 
bear  in  mind  when  they  are  voting  for  this  that  they  are  commit- 
ting the  Institute  to  something  which  the  gentleman  who  offered 
the  resolution  to  table  it  said  was  none  of  our  business. 
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Mr.  Chester  :  I  want  to  explain  that  my  objection  in  asking 
it  to  be  tabled  was  that  it  is  politics,  and  I  want  to  keep  this  Insti- 
tute out  of  politics. 

Mr.  Stillwell  :  I  voted  against  tabling  the  resolution  for 
the  same  reason  Mr.  Lavis  had  in  mind,  namely,  it  seemed  a  pity 
to  stop  a  discussion  that  promised  to  be  highly  interesting.  After 
we  have  had  our  discussion,  however,  I  think  it  would  be  inad- 
visable to  adopt  the  resolution  for  the  reason  Mr.  Chester  has  just 
mentioned.  I  don't  know  that  I  can  speak  to  the  resolution.  If  I 
wander  from  it,  the  Chairman  may  stop  me  after  I  have  finished 
my  remarks. 

There  is  one  point  that  the  speaker  of  the  evening  referred  to 
in  his  address  which  interested  me  particularly,  namely,  that  Alex- 
ander Hamilton,  in  establishing  his  system  of  taxation  was  actu- 
ated by  the  very  statesmanlike  thought  that  it  was  advisable  in  a 
democracy  to  have  the  largest  possible  number  of  voters  feel  that 
they  were  contributing  to  the  support  of  government.  The  man 
in  the  street  thinks  that  the  rich  man,  under  the  income  tax  system 
we  have,  pays  the  tax.  As  Mr.  Grunsky  has  illustrated,  he  mis- 
leads himself  in  that  to  a  large  extent.  Unfortunately,  not  all  of 
our  Secretaries  of  the  Treasury  since  Alexander  Hamilton  have 
taken  an  equally  statesmanlike  view  of  this  question  of  imposing 
taxation  upon  a  large  number  of  voters. 

In  going  over  some  letters  the  other  day,  I  found  some  cor- 
respondence between  myself  and  the  gentleman  who,  in  1916,  was 
Secretary  of  the  Treasury.  At  that  time,  they  were  just  proposing 
the  income  tax.  I  wrote  him  to  the  effect  that  I  thought  the  line 
below  which  citizens  were  to  be  exempted  from  that  tax  was  too 
high,  that  it  ought  to  be  pushed  farther  down,  so  that  you  would 
get  a  much  broader  base,  and  a  larger  number  of  voters  would  be 
personally  interested  in  the  payment  of  that  tax.  I  had  his  reply 
— I  still  have  it — to  the  effect  that  he  was  disposed  to  agree  with 
me,  but  "at  the  present  time,"  he  said,  "I  think  the  American  peo- 
ple wouldn't  stand  for  it." 

Now,  there  is  a  very  bad  result  of  this  selective  taxation  which 
is  increased  by  the  fact  that  our  lower  limit  is  very  high  as  com- 
pared with  foreign  countries,  so  far  as  I  know  them,  and  that  is  it 
promotes  extravagance  very,  very  forcefully.  The  great  majority 
of  the  voters  feel  that  they  are  not  going  to  be  hurt  themselves, 
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and  they  are  in  favor  of  appropriations  and  more  appropriations, 
because  they  are  under  the  general  delusion  that  it  is  all  paid  by  a 
few  men.  I  think  it  would  be  very  interesting  if  Dr.  Seligman 
would  discuss  his  ideas  of  the  minimum  limit  which  ought  to  be 
established.  What  is  the  desirable  limit  of  taxation,  taking  into 
account  this  point  to  which  I  have  referred? 

Professor  Seligman  :  I  am  afraid  I  am  taxing  the  patience 
of  the  gentlemen  present. 

The  problem  that  has  just  been  raised,  by  the  thoughtful  re- 
marks of  the  last  speaker,  is  one  that  has  engaged  the  careful  at- 
tention of  statesmen  all  over  the  world.  There  is  almost  always 
something  to  be  said  on  either  side.  There  is  scarcely  anything 
where  we  can  say  that  all  the  truth  is  on  one  side  and  all  the  error 
on  the  other.  We  must  always  make  a  choice  in  social  life,  as  in 
politics,  and  very  often  a  choice  between  evils.  Such  is  the  case 
here.  The  argument  in  favor  of  lowering  the  limit  has  been  very 
forcefully  put  by  your  former  President.  There  is  no  doubt  that 
the  more  a  man  feels  his  financial  stake  in  the  community,  the  more 
responsibility  he  will  be  apt  to  disclose.  As  a  consequence,  in 
nearly  every  other  country  of  the  world  the  limit  of  the  minimum 
of  subsistence,  as  it  is  called,  is  much  lower  than  it  is  with  us. 
In  England,  for  instance,  it  is  something  like  $700  or  $800,  and 
in  Germany  and  France  it  is  much  less  than  that.  That  is  the  one 
strong  argument  in  favor  of  keeping  the  minimum  of  exemption 
down  low. 

The  argument  on  the  other  side,  which  has  proved  to  be  so 
important  in  this  country,  is  based  largely  upon  the  theory  of 
ability  to  pay.  We  find  it  almost  from  the  beginning  of  the  demo- 
cratic government  in  this  country.  The  very  idea  of  the  general 
property  tax  carries  with  it  the  exemption  of  the  man  without  any 
property.  It  doesn't  impose  any  tax  on  wages  as  such.  The  great 
mass  of  people  who  receive  wages  spend  their  wages,  and  only  com- 
paratively few  are  able  to  save  and  put  their  money  into  the  banks. 

The  idea  of  the  general  property  tax,  therefore,  is  in  itself 
to  exempt  the  great  mass  of  the  community  that  doesn't  accumu- 
late property.  The  more  democratic  the  community,  the  greater 
the  tendency  to  believe  that  the  necessary  minimum  of  the  stand- 
ard of  existence  must  at  all  costs  be  preserved. 

Now,  the  minimum  of  the  standard  of  existence  used  to  mean 
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the  bare  minimum  of  subsistence,  which  a  few  years  ago  in  this 
country  was  $600  or  $800  a  year,  which  now,  with  the  change  in 
the  level  of  prices  and  so  forth,  is  perhaps  double  that  amount. 

I  remember  when  that  matter  was  discussed  in  Congress, 
when  the  income  tax  was  being  debated.  The  average  farmer,  and 
his  voice  was  very  potent,  said,  "We  have  got  to  have  more  than  a 
bare  living.  We  and  our  children  must  have  decent  clothing  and 
decent  food.  But  more  than  that  we  want  to  be  able  to  send  our 
children  to  high  school,  and  possibly  even  to  college."  And  when 
the  automobile  arrived,  the  farmer  considered  a  Ford  car  at  least 
as  a  necessity. 

The  entering  wedge  of  the  bare  minimum  of  subsistence  is 
gradually  being  pushed  further  in  by  this  idea  of  a  democratic 
standard  of  living.  The  idea  which  has  been  forcibly  expressed 
not  alone  by  our  farmers,  but  by  the  members  of  our  working 
classes  and  trade  unions,  is  that  society  owes  every  member,  not 
indeed  support,  but  an  opportunity  to  work,  and  an  opportunity  to 
earn  enough  to  give  him  a  decent  standard  of  existence. 

If  you  accept  this,  you  have  a  strong  argument  in  favor  of  a 
fairly  high  exemption. 

In  a  democracy  based  upon  political  equality  and  political  op- 
portunity you  have  got  to  have  an  economic  life  which  is  similarly 
based  upon  equality  of  economic  opportunity,  the  opportunity  to 
share  in  the  blessings  of  civilization. 

Therefore,  you  see,  you  have  these  two  arguments  pretty 
evenly  balanced.  At  the  present  time,  with  the  emergency  that 
confronts  us,  I  think  Secretary  Mellon  and  Assistant  Secretary 
Mills  are  correct  in  advising  a  lowering  of  the  exemption  from 
$3,500,  which  is  the  figure  for  married  men,  to  $3,000  or  $2,500. 
But  I  don't  think  that  it  would  be  practicable  or  even  wise  in  a 
community  like  the  one  we  are  trying  to  develop  in  this  country 
to  reduce  the  minimum  to  the  point  that  we  find  in  some  of  the 
European  countries,  where  the  standard  of  living  is  so  much  lower. 

Mr.  Still  well:  I  want  to  illustrate  what  I  have  in  mind 
from  offhand  guess  figures.  Would  it  not  be  a  fact  that  if  the 
exemption  limit  were  lowered,  say,  from  $3,500  to  half  that 
amount,  we  should  have  three  or  four  times  as  many  people  paying 
taxes  knowingly  and  consciously?  That,  to  my  mind,  would  be  a 
check  on  extravagance  more  effective  in  the  long  run  than  any 
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other  we  can  devise.  An  exemption  of  $1,750  wouldn't  strike 
many  farmers,  if  I  have  read  the  papers  correctly,  because  the  great 
majority  of  them  would  be  exempted  automatically. 

I  was  in  Florida  a  few  weeks  ago,  and  a  judge  of  one  of  the 
courts  there  told  me  (and  this  illustrates  one  of  the  specific  effects 
of  this  irresponsibility  on  the  part  of  a  large  number  of  people) 
that  the  second  day  after  the  last  insurance  bonus  became  avail- 
able for  the  veterans,  in  Dade  County,  Florida,  not  a  used  car 
could  be  found  that  hadn't  been  sold. 

President  Molitor:  Well,  gentlemen,  does  anybody  else 
want  to  speak  on  this  subject? 

Mr.  Weston  :  I  just  want  to  add  a  word  to  what^Mr.  Still- 
well  has  said.  I  want  to  tell  you  about  a  proposition  in  the  Massa- 
chusetts Legislature  at  the  present  time  for  a  graduated  poll  tax 
in  order  to  effect  this  same  realization  on  the  part  of  the  voters 
of  the  cost  of  government. 

I  have  worked,  I  suppose,  for  hundreds  of  towns  in  my  pro- 
fessional career.  It  seems  to  me  that  most  of  them  have  been  ex- 
travagant. This  extravagance  is  due  largely  to  the  people  who 
have  no  financial  responsibility  in  the  town  voting  for  things  which 
they  want  and  which  cost  money,  and  voting  for  boards  and  bu- 
reaus which  put  their  friends  in  jobs,  which  the  responsible  and 
realizing  people  of  the  community  have  to  pay  for. 

It  seems  to  me  that  is  the  root  of  the  matter,  rather  than  re- 
sorting to  the  very  attractive  method  of  taxing  the  alcoholic  trade. 
It  doesn't  seem  to  me  that  that  is,  in  this  present  stage,  the  thing 
that  this  Institute  ought  to  adopt  or  be  in  favor  of.  I  was  not  in 
favor  of  it  at  the  time  it  was  passed,  but  I  have  obeyed  the  law. 
I  think  rather  than  for  us  to  go  into  the  liquor  business  as  a  gov- 
ernment, which  we  will  do  if  we  tax  it  for  profit,  it  would  be  far 
better  to  tax  the  radios  and  the  Ford  cars,  which  the  people  can 
pay  for  if  they  will  stop  drinking.  I  hope  this  Institute  will  not 
pass  this  resolution. 

Mr.  Noble  :  I  wish  to  point  out  that  there  are  probably  about 
forty  or  fifty  members  present  out  of  a  total  membership  of  112 
or  thereabouts.  I  would  suggest  that  this  meeting  not  take  action 
on  this  question,  but  let  it  be  amended  in  such  a  manner  that  it 
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will  be  referred  to  the  Council,  and  let  them  decide  whether  it 
should  be  submitted  as  a  letter  ballot  or  not. 

President  Molitor  :   Do  you  make  such  an  amendment  ? 

Mr.  Noble:  I  move  that  the  motion  offered  be  recorded  in 
the  form  of  a  preamble,  and  that  it  be  referred  to  the  Council  with 
power  to  decide  whether  it  should  be  referred  to  the  members. 

Dr.  Grunsky  :  I  wish  to  say  a  word  on  the  subject  which  Mr. 
Stillwell  has  brought  up.  I  wish  to  repeat  what  I  said  in  my  orig- 
inal remarks  that  every  exemption  from  taxation  is  equivalent  to 
an  indirect  bonus.  This  system  of  giving  indirect  bonuses  is  vi- 
cious. If  incomes  are  to  be  taxed,  the  tax  should  extend  to  every 
income,  graded  in  amount,  of  course,  and  it  should  reach  every 
wage-earner,  and  if  wages  aren't  sufficient  or  if  salaries  aren't  suf- 
ficient then  the  wages  and  salaries  should  be  made  higher. 

Under  the  Federal  Income  Tax  System,  as  at  present  applied, 
there  is  an  exemption  from  the  base  or  normal  tax  on  one-quarter 
of  earned  incomes  up  to  $30,000.  He  who  earns  $5,000  is  not 
taxed  on  $1,250  of  this  earned  income.  He  who  earns  $30,000, 
who  can  better  afford  to  pay,  is  allowed  a  tax  exemption  on  $7,500 
thereof  and  yet,  though  he  is  better  able  to  pay,  he  gets  a  larger 
bonus. 

Mr.  Wendt  :  It  is  quite  evident  that  this  resolution  is  going 
to  be  referred  to  the  Council,  and  since  I  am  a  member  of  the 
Council,  I  want  to  explain  how  I  propose  to  vote.  I  am  going  to 
vote  in  the  negative.  In  the  first  place,  I  don't  think  we  would  get 
any  place  by  discussing  the  repeal  of  the  Eighteenth  Amendment 
at  the  present  time.  Personally,  I  don't  know  what  the  remedy  is, 
and  I  haven't  met  anybody  who  is  confident  what  substitute  should 
be  adopted. 

It  rather  goes  without  saying  that  you  cannot  repeal  the  Eight- 
eenth Amendment  without  adopting  a  substitute,  and  I  don't  think 
we  are  satisfied  to-day  as  to  how  to  formulate  that  substitute ;  at 
least,  it  is  highly  debatable,  and  there  is  no  general  agreement. 

There  is  another  reason  why  I  think  we  are  not  ready  in  this 
country  to  formulate  a  substitute.  Over  in  Pittsburgh,  where  I 
have  lived  most  of  my  life,  it  is  a  matter  of  public  record  that  be- 
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fore  the  Eighteenth  Amendment  we  had  about  1,000  licensed  sa- 
loons and  about  2,000  speakeasies.  In  other  words,  the  bootleg- 
gers were  about  twice  the  number  of  legitimate  saloon-keepers. 
That  is  a  matter  of  public  record  in  Pittsburgh.  So,  there  is  noth- 
ing new  about  the  bootlegging  proposition. 

With  respect  to  the  address  of  the  evening,  I  think  the  sub- 
ject is  very  timely.  Dr.  Seligman  has  given  us  much  food  for 
thought.  Certainly  the  engineering  profession  has  it  within  its 
power  to  add  much  to  the  discussion  of  this  important  question 
which,  no  doubt,  will  agitate  us  in  this  country  for  some  years  to 
come,  and  we  may  all  hope  that  improvement  in  taxation  will  come 
slowly  through  evolution  rather  than  by  some  process  of  revolution. 

Mr.  Hammond:  I  move  as  a  substitute  to  the  amendment 
that  we  withdraw  both. 

The  amendment  to  the  amendment  was  seconded. 

Mr.  Noble  :   I  am  willing  to  withdraw  my  amendment. 

President  Molitor:  I  think  the  last  amendment  to  the 
amendment  is  the  thing  that  is  before  the  house  now.  If  you  are 
ready  for  the  question,  I  will  put  it. 

The  question  was  called  for. 

President  Molitor  :   The  amendment  is  this :  That  the  orig- 
inal resolution  and  the  amendment  thereto  be  withdrawn. 
The  question  was  put  to  a  vote  and  carried. 

President  Molitor:  I  think  our  thanks  are  due  to  our  emi- 
nent Professor  Seligman  for  what  he  has  told  us  this  evening.  I 
think  it  has  been  of  outstanding  benefit  to  us,  and  perhaps  some 
day,  at  some  future  meeting,  we  may  adopt  some  of  his  suggestions. 

Now,  gentlemen,  that  part  of  the  business  being  over,  we  won't 
detain  you  but  a  very  few  minutes  longer.  I  would  be  remiss  in 
my  duties  were  I  to  let  these  few  moments  go  without  reminding 
you  that  at  our  last  meeting,  when  Mr.  Ammann  was  good  enough 
to  present  a  very  interesting  paper  on  the  George  Washington 
Bridge,  in  introducing  him,  I  made  mention  of  the  fact  that  many 
years  ago,  far  too  many  for  me  to  repeat,  I  was  associated  in  a 
minor  capacity  upon  a  bridge  across  the  Ohio  River  in  Cincinnati, 
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which  was  in  the  immediate  charge  of  a  most  eminent  Swiss  engi- 
neer. He  finished  the  bridge,  and,  I  think,  after  some  further  du- 
ties in  this  country,  he  returned  to  his  native  country  and  became 
the  Dean  of  the  Engineering  Institute  of  Zurich. 

The  morning  after  Mr.  Ammann's  address,  he  called  me  on 
the  'phone  and  said  that  Professor  Hilgard  was  in  his  office. 
Wasn't  that  a  coincidence!  I  immediately  put  myself  in  touch 
with  Professor  Hilgard.  We  talked  over  old  times.  I  pledged 
him  then  and  there  that  before  he  left  this  country  he  would  be 
our  guest  here  this  evening.  He  is  here.  He  is  one  of  the  most 
eminent  engineers  on  all  the  continent  of  Europe.  He  is  familiar 
not  only  with  his  native  land  and  its  engineering  works,  but  he  is 
also  familiar  with  the  engineering  works  of  all  Europe.  I  intro- 
duce to  you  my  dear  old  friend,  Professor  Hilgard.     (Applause.) 

Professor  Hilgard  :  Mr.  Chairman  and  Gentlemen — I  feel 
overwhelmed  by  the  honor  which  has  been  bestowed  upon  me,  the 
honor  of  being  invited  to  be  here  and  then  being  asked  to  say  a 
few  words  to  you. 

In  the  first  place,  I  wish  to  thank  Professor  Seligman  for 
what  he  told  us  to-night.  I  was  deeply  interested  in  the  subject, 
and  I  think  he  made  some  very  good  suggestions.  In  replying  to 
various  questions,  he  mentioned  the  limit  of  exemption  in  taxation, 
and  mentioned  a  few  countries,  England  and  France.  Being  a 
Swiss,  and  coming  from  the  oldest  republic  in  the  world,  which 
was  said  to  have  formed  the  model  for  your  bigger  republics  over 
here,  I  wish  to  add  our  figures.  In  Switzerland,  the  exemption 
from  taxation  is  about  as  low  as  I  believe  even  Mr.  Grunsky 
would  like  to  grant.  The  exemption  limit  of  taxation  in  Switzer- 
land for  married  people  is  $100  on  income.  If  he  has  any  prop- 
erty, then  there  is  a  special  property  tax.  If  he  is  married  and  has 
a  family,  the  exemption  is  raised  to  $200.  That  is  the  limit.  The 
taxes  are  graded  according  to  amount  of  income  and  property  from 
about  2  per  cent,  to  25  per  cent.  We  Swiss  people  believe  that  the 
more  members  of  the  population  who  are  obliged  to  pay  taxes,  the 
more  interest  do  they  take  in  the  government  of  the  country.  I 
can  only  say  that  the  Swiss  Government  fares  exceedingly  well 
with  that  system  of  taxation.  I  add  this  only  as  an  additional  re- 
mark to  Professor  Seligman's  lecture  which  interested  me  very 
deeply. 
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In  the  second  place,  I  must  ask  your  forbearance.  The  Eng- 
lish language  is  not  my  native  language,  and  therefore  I  am  no 
longer  able  to  speak  it  very  well,  and  especially  do  I  feel  over- 
whelmed and  bashful  to  have  to  speak  to  you  after  we  have  heard 
such  an  excellent  speaker  as  Professor  Seligman  and  some  of  the 
other  gentlemen  who  have  spoken.     I  will  try  to  do  my  best. 

My  friend,  Mr.  Molitor,  whom  I  had  the  pleasure  of  meeting 
for  the  first  time  in  1886,  and  my  other  friend  to  my  left,  Dr. 
Ammann,  whom  I  had  the  honor  to  have  as  one  of  my  students 
when  I  was  teaching  engineering  construction  at  the  Polytechnic 
Institute  in  Zurich — I  feel  obliged  to  thank  both  of  these  gentlemen 
for  what  they  have  done  for  me  during  my  sojourn  in  this  coun- 
try, and  especially  in  New  York. 

I  am  simply  amazed  at  the  wonderful  works  of  engineering  I 
have  seen,  and  I  wish  to  pay  my  tribute  to  such  men  as  Dr.  Am- 
mann, who  has  used  and  developed  what  little  I  was  able  to  teach 
him,  to  create  such  wonderful  structures  as  the  George  Washing- 
ton Bridge,  the  Bayonne  Bridge  and  several  others,  and  what  he 
is  still  going  to  do. 

Besides  the  bridges,  I  have  been  deeply  impressed  with  other 
works.  I  will  mention  only  the  subways  in  New  York.  Then,  I 
will  mention  your  beautiful  railway  stations  in  New  York  and  in 
other  places,  and  the  railway  station  which  is  going  to  be  built  in 
my  old  home  during  some  time  when  I  was  living  in  this  country, 
Cincinnati.  I  think  Cincinnati  will,  within  a  few  years,  have  one 
of  the  most  wonderful  railway  stations  in  the  world. 

Besides  these  great  works  of  engineering  that  I  have  already 
mentioned,  I  would  still  add  that  I  was  very  much  interested  in 
your  Holland  Tunnel.  I  was  amazed  at  the  wonderful  arrange- 
ment of  ventilation  you  have  in  that  Holland  Tunnel.  Of  course, 
also,  I  was  deeply  impressed  with  your  wonderful  skyscrapers, 
outside  and  inside.  I  wouldn't  say  that  all  of  them  are  beautiful, 
but  certainly  some  of  them  are  very  beautiful  and  imposing. 

I  am  glad  to  say  that  the  first  friend  I  found  in  this  country 
when  I  first  arrived  in  St.  Paul  was  Cass  Gilbert,  who  has  contrib- 
uted to  quite  a  number  of  the  most  beautiful  buildings  in  this 
country,  skyscrapers  as  well  as  government  buildings. 

And  further,  I  was  very  much  impressed  with  some  of  your 
excellent  water  supplies.  But,  I  must  say,  I  found  a  great  differ- 
ence between  the  different  water  supplies  in  this  country.     I  am 
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glad  to  say  that  New  York  is  favored  with  a  very  excellent  quality 
of  water  in  comparison  with  other  cities. 

As  you  know,  in  Switzerland,  we  have  no  Prohibition  Amend- 
ment. We  enjoy  complete  liberty  to  drink  wine  and  beer.  We 
hardly  ever  drink  any  hard  liquor.  We  hardly  know  what  whiskey 
tastes  like  in  Switzerland.  We  only  hear  about  it  when  Americans 
come  over  to  Switzerland.  We  are  at  liberty  to  drink  wine  and 
beer  or  water,  which  also  is  of  excellent  quality. 

We  have  quite  a  fine  taste  for  the  different  kinds  of  water, 
because  we  drink  mostly  spring  water  in  Switzerland.  I  found 
that  the  water  in  different  cities  in  the  United  States  tastes  very 
differently.  In  Chicago,  I  think  it  tastes  terribly.  The  taste  of 
chlorine  is  too  predominant.  I  must  say,  the  water  in  New  York 
tastes  beautifully.  So,  I  think  you  could  get  along  very  well  with- 
out Prohibition. 

I  have  another  remark,  though,  in  the  way  of  criticism.  I  do 
think  that  in  limiting  extravagance  you  might  do  a  great  deal  in 
saving  heat  and  light,  fuel  and  even  food.  The  impression  I  have 
of  the  United  States  is  that  it  is  the  country  of  the  greatest  ex- 
travagance and  the  greatest  amount  of  waste  in  fuel,  light,  heat 
and  food. 

Probably  it  is  rather  rude  for  me  to  criticize,  but  I  have  come 
over  as  an  independent  Swiss  to  look  around  and  listen  and  see 
and  get  impressions,  and  I  know  when  I  get  back  to  Switzerland, 
I  will  be  asked  to  give  some  of  these  impressions. 

Of  course,  when  I  get  back  to  Switzerland,  the  first  question 
they  will  ask  is,  How  about  Prohibition?  Well,  I  think  that  will 
be  the  greatest  and  most  difficult  question  for  me  to  answer.  Some 
people  say  you  haven't  any  Prohibition  here  and  others  say  you 
have.  I  must  say  that  in  some  places  I  saw  Prohibition  and  in 
others  I  did  not.  What  you  are  going  to  do  about  it,  I  don't  know. 
I  can  only  tell  you  that  I  have  seen  more  drunken  men  in  ten  days 
in  New  York  than  I  have  seen  in  ten  years  in  Zurich,  my  home. 
What  the  fault  of  that  is,  I  don't  know.  I  leave  it  to  you  to  rem- 
edy the  facts. 

My  friend,  Mr.  Molitor,  asked  me  to  tell  you  a  few  things 
about  Switzerland.  I  couldn't  help  saying  a  few  things  about  your 
own  country  first.  Now,  I  will  tell  you  a  few  things  about  Switz- 
erland, about  the  development  of  engineering  in  Switzerland.  I 
am  taking  for  granted  that  quite  a  number  of  you  have  been  in 
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Switzerland  and  have  seen  that  it  is  a  very  small  country.  We  have 
very  high  mountains.  If  we  could  flatten  out  our  country,  I  think 
it  would  be  almost  as  big  as  yours.  We  don't  want  to  do  that,  be- 
cause we  are  very  proud  of  and  love  our  high  mountains. 

The  principal  activity  in  engineering  now  in  Switzerland  is 
the  construction  of  hydroelectric  power  plants.  All  the  federal 
railways  in  Switzerland  are  electrified  to-day,  and  quite  a  number 
of  private  railways  are  electrified,  and  a  great  number  of  the 
mountain  railways  are  electrified,  and  in  a  few  years  we  will  have 
hardly  any  steam  railways  left.  This  makes  traveling  very,  very 
agreeable. 

The  electrification  of  our  railways  is  the  only  gain  we  have 
derived  from  the  World  War.  During  the  war,  we  had  to  spend 
many  hundreds  of  millions  of  dollars  for  military  purposes  to  pro- 
tect our  borders.  We  had  to  spend  many  millions  more  than  we 
ought  to  have  had  to  pay  to  the  U.  S.  A.  for  coal  for  operating 
our  railways,  on  which  we  transported  not  only  our  own  soldiers, 
but  also  all  the  invalids  from  the  warring  countries,  from  Ger- 
many, from  England,  from  Belgium,  from  Austria,  from  Ru- 
mania, from  Russia.  All  the  invalids  of  the  war  were  allowed  to 
recover  in  Switzerland,  and  we  transported  them  on  our  railways, 
which  are  federal,  and  we  still  have  a  deficit  of  over  $70,000,000 
on  account  of  this  generosity.  Besides  that,  all  the  invalids  were 
permitted  to  spend  weeks  in  the  hotels  in  Switzerland,  because 
there  were  no  tourists  in  Switzerland  during  the  war,  and,  of 
course,  the  soldiers,  most  of  them  being  of  an  ordinary  class, 
spoiled  these  hotels.  Therefore,  the  owners  were  under  great  ex- 
pense in  repairing  and  remodeling  these  hotels. 

The  hydroelectric  plants  furnish  the  power  for  the  railways, 
for  municipal  light  and  power  plants,  and  also  for  factories.  Al- 
most all  the  big  factories  in  Switzerland  are  now  electrically 
operated. 

A  second  part  of  the  engineering  activity  pertains  to  the  reg- 
ulation and  correction  of  rivers,  protection  against  floods,  and  also 
canalization  of  the  principal  rivers  for  purposes  of  navigation. 
On  the  Rhine,  which  has  its  source  in  Switzerland,  we  have  now, 
between  Basel  and  the  Lake  of  Constance,  already  in  operation 
seven  very  big  power  plants,  and  some  more  are  in  course  of 
construction. 

Railway  construction  activity  has  almost  ceased,  because  we 
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have  more  railways  than  we  economically  need,  especially  mountain 
railways. 

Another  very  important  engineering  activity  will  be  the  regu- 
lation of  our  lakes.  We  have  some  rather  big  lakes,  the  Lake  of 
Constance,  which  is  about  six  and  one-half  miles  long  and  about 
one  to  one  and  one-half  miles  wide,  then  the  lakes  of  Zurich,  Ge- 
neva, Thun  and  Brienz.  These  lakes  have  to  be  regulated  for 
three  reasons ;  in  the  first  place,  to  give  more  regular  flow  of  water 
to  the  power  plants  below ;  and  in  the  second  place,  to  assist  navi- 
gation, and  thirdly,  to  prevent  flooding  the  shores. 

Another  part  of  the  engineering  activity  is  the  water  supply 
and  drainage  system  of  the  cities.  We  have  in  some  of  the  larger 
cities  almost  entirely  supplanted  the  water  supply  from  springs  by 
the  water  supply  from  our  lakes.  For  instance,  the  growing  city 
of  St.  Gallen  was  furnished  formerly  with  spring  water  from  the 
mountains.  The  supply  grew  to  be  insufficient,  and  it  was  neces- 
sary to  look  for  another  supply,  and  it  was  decided  to  use  the  Lake 
of  Constance  for  a  source  of  supply.  The  water  is  taken  about 
150  feet  below  the  surface,  where  it  has  a  very  even  temperature. 
The  opposition  in  St.  Gallen  was  very  great.  The  people  wanted 
and  insisted  on  having  spring  water.  The  chief  engineer  of  water 
supply,  who  was  a  personal  friend  of  mine,  did  the  following: 
The  water  from  the  lake  is  filtered  twice,  in  a  raw  filter  and  in  a 
fine  filter.  When  he  had  finished  his  work,  he  published  in  the 
papers  that  for  the  next  four  weeks  they  would  get  the  lake  water, 
and  after  that,  so  they  could  compare  the  two  qualities,  he  would 
again  turn  on  the  spring  water  for  four  weeks.  During  those  first 
four  weeks  the  people  believed  they  were  drinking  lake  water  and 
there  was  no  end  of  opposition  to  that  water,  and  after  the  four 
weeks,  when  they  believed  he  turned  on  the  spring  water,  they 
began  to  say,  "That  is  the  kind  of  water  to  have." 

When  the  test  was  all  over,  he  told  them  that  during  the  four 
weeks  when  they  raised  the  cries  of  opposition  they  had  been  drink- 
ing the  old  spring  water,  and  during  the  four  weeks  when  they  had 
been  praising  the  spring  water,  they  had  actually  been  drinking 
the  newly-supplied  lake  water.  That  settled  that  question.  So, 
you  see,  even  among  Swiss  engineers,  there  is  some  sort  of  humor 
used  to  reach  a  certain  goal. 

Of  course,  we  also  have  in  Switzerland  bridges,  some  of  which 
we  even  call  great  bridges,  but  they  are,  compared  with  those 
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bridges  which  my  friend,  Mr.  Ammann  built,  dwarfs ;  they  are 
mostly  very  small.  Nevertheless,  we  are  very  proud  of  them.  I 
think,  however,  we  still  have  in  Switzerland,  the  longest  span  of  a 
reinforced  concrete  arch  bridge.  We  have  very  deep  valleys,  and, 
therefore,  we  have  a  great  many  arch  bridges.  They  are  very 
beautiful. 

Even  in  Switzerland,  the  automobile  has  been  introduced. 
Formerly,  automobile  traffic  was  not  permitted  on  many  mountain 
roads.  But  now,  most  of  the  roads,  especially  in  the  mountain 
regions,  have  been  greatly  improved  so  that  auto  busses  and  pri- 
vate automobiles  can  be  driven  on  almost  every  principal  road  in 
Switzerland. 

After  those  remarks  on  the  engineering  activities  of  Switzer- 
land, I  want  to  say  that  Switzerland  is  composed  of  twenty-two 
cantons,  and  in  almost  every  canton  a  different  dialect  is  spoken. 
In  the  northern  cantons  it  is  a  sort  of  German  dialect.  However, 
in  some  cantons,  it  is  so  different  that  a  German  coming  from 
Germany  cannot  understand  it. 

I  had  the  pleasure  in  1926,  when  I  visited  Egypt,  of  meeting 
my  old  friend,  Mr.  Hampton  Moore,  who  is  at  the  present  time  the 
Mayor  of  Philadelphia.  He  got  on  the  steamer  at  Brindisi ;  I  had 
boarded  it  at  Trieste  with  my  Dutch  friends.  We  were  all  dele- 
gates to  the  International  Navigation  Congress  in  Cairo  at  the 
time.  I  cannot  speak  Dutch,  and  therefore  spoke  German  with  my 
Dutch  friends,  but  on  board  ship  I  spoke  with  the  stewards  and 
the  waiters  in  Italian,  and  in  Alexandria,  where  everybody  spoke 
French,  I  did  likewise. 

As  you  probably  know,  Switzerland  has  three  national  lan- 
guages, German,  French  and  Italian.  When  Mr.  Moore  came  on 
board,  I  spoke  "United  States"  with  him.  Later  on  he  compli- 
mented me.  He  said,  "Hilgard,  you  speak  German  like  a  German, 
Italian  like  an  Italian,  French  like  a  Frenchman,  and  you  speak 
'United  States'  almost  better  than  we  do."  It  was  a  very  great  com- 
pliment. I  told  him  he  was  very  nice  to  say  that  and  that  I  picked 
up  U.  S.  A.  language  when  I  lived  out  West. 

When  we  got  to  Cairo,  we  dropped  our  baggage  on  a  platform 
in  front  of  the  Shepard  Hotel  and  went  to  our  rooms.  I  pressed 
a  button  to  get  our  baggage.  The  baggage  didn't  come.  An 
Arabian  came  in  and  bowed  to  the  floor  and  promised  me  the  bag- 
gage, but  it  didn't  come.    The  Orientals  want  to  be  tipped  before- 
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hand  with  a  "Cakshish."  We  didn't  know  that.  Mr.  Moore  came 
to  me  and  said,  "Hilgard,  what  in  the  hell  are  we  going  to  do  if 
we  don't  get  our  baggage."  We  rang  the  bell  several  times  but 
those  Arabians  didn't  understand  us.  I  said  to  Mr.  Moore,  "We 
know  where  it  is,  so  let  us  go  and  get  it  ourselves." 

There  were  two  uniformed  porters  handling  the  baggage.  I 
heard  one  of  them  talking  in  Swiss  dialect.  I  told  him  in  Swiss 
we  wanted  to  get  our  baggage.  He  said,  "Where  is  it?"  I  said, 
"Here  is  my  baggage,  and  these  are  Mr.  Moore's  bags."  The  bag- 
gage was  at  once  loaded  on  Arabian  shoulders  and  taken  to  our 
rooms. 

Mr.  Moore  turned  to  me  and  said,  "Hilgard,  do  you  speak 
Arabian,  too?" 

I  said,  "Yes,  I  can  even  speak  Chinese."  Then,  I  turned  to  this 
porter  and  said  something  else  in  Swiss,  and  the  porter  said,  "That 
is  very  good  Chinese  indeed." 

Mr.  Moore  looked  at  me  and  said,  "Chinese,  too !" 

While  in  Egypt  we  made  a  great  many  excursions,  and  Mr. 
Moore  kept  pretty  close  to  me,  so  I  could  do  the  talking  in  Arabian. 

I  am  getting  away  from  my  subject.  I  was  going  to  state  that 
Switzerland  has  twenty-two  cantons,  and  in  almost  every  canton 
there  is  a  different  dialect  spoken.  I  can  only  speak  a  few  of 
them.  We  have  a  very  good  government,  in  spite  of  the  fact  that 
we  do  not  have  Prohibition. 

We  also  have  very  hard  times  at  present.  The  hard  times  are 
not  only  in  this  country ;  they  are  all  over  Europe,  and  also  in 
Switzerland.  A  great  many  of  my  friends  here  thought  we  didn't 
have  hard  times.  We  are  having  hard  times  for  three  reasons. 
In  the  first  place,  Germany  is  very  poor,  and  it  is  manufacturing 
as  much  as  it  can  to  get  money,  and  is  selling  its  products  so  cheap 
that  Switzerland  is  flooded  with  German  products,  and  many  of 
the  Swiss  factories  are  almost  at  a  standstill.  The  wages  are  very 
much  higher  in  Switzerland  than  in  Germany.  Secondly,  the  high 
tariff  of  the  U.  S.  A.  This  refers  especially  to  watches.  Ma- 
chinery and  Swiss  watches  used  to  be  exported  in  great  numbers 
to  this  country.  Now,  most  of  the  watch  factories  in  Switzerland 
are  at  a  standstill. 

The  third  reason  is  the  inflation  of  the  English  pound.  The 
fourth  reason  is  that  Swiss  banks  made  a  great  many  investments 
in  South  America,  and  they  are  all  suffering  on  account  of  default. 
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So,  in  spite  of  the  fact  that  we  have  a  good  government,  we 
have  very  hard  times,  and  we  hope  that  some  solution  will  soon  be 
found  to  get  over  this  serious  crisis. 

I  thank  you  gentlemen  for  having  listened  to  my  defective 
English.  I  did  the  best  I  could.  When  you  come  over  to  Switzer- 
land, look  me  up  (I  am  the  only  one  by  the  name  of  Hilgard  in 
Switzerland),  and  I  will  be  very  glad  to  show  you  what  I  can  in 
Zurich  and  in  Switzerland,  and  give  you  good  advice,  and  to  those 
of  you  who  are  not  for  Prohibition,  I  can  promise  to  offer  a  good 
glass  of  wine  or  a  good  glass  of  beer.     (Applause.) 

President  Molitor:  Professor,  we  will  be  there  to-morrow. 
As  for  your  English,  why  it  is  as  good  as  your  Arabic.  Seriously, 
Professor,  we  thank  you  very  much  for  being  here  and  for  those 
very  kind  and  worthy  words  you  have  given  us. 

Doctor  Seligman,  I  do  not  know  how  I  am  going  to  be  able 
to  thank  you  enough  on  behalf  of  this  Institute  for  the  pleasure 
of  having  you  here  and  for  your  remarks  of  the  evening.  I  think, 
gentlemen,  it  would  be  appropriate  if  Mr.  Grunsky  would  offer  a 
resolution  of  thanks.  Mr.  Grunsky  is  President  of  the  American 
Engineering  Council  and  a  long-time  member  here. 

Mr.  Grunsky  :  We  have  been  entertained  and  enlightened  to 
an  extent  that  was  very  unusual.  We  are  under  great  obligations 
to  Dr.  Seligman,  and  I  therefore  move  that  we  extend  to  him  a 
rising  vote  of  thanks. 

The  members  of  the  Institute  arose  and  applauded. 

President  Molitor:    Gentlemen,  the  Council  meets  to-mor- 
row at  twelve-thirty  in  the  Engineers  Club. 
This  meeting  stands  adjourned. 
The  meeting  adjourned  at  eleven-ten  o'clock. 
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Treasurer's  Report  for  1931 

Bank  Balance,  January  1,  1931 $5,532.14 

Total  Receipts 4,327.71 

$9,859.85 
Total  Disbursements    5,733.26 

Balance,  December  31,  1931   $4,126.59 

Central  Hanover  Bank  &  Trust  Co..   $1,628.58 
U.  S.  Savings  Bank 2,498.01 

$4,126.59 
This  cash  balance  of  $4,126.59  included  $1,790.00  for  1932  dues. 


Operating  Statement  for  1931 

Receipts  applicable  to  1931: 

Annual  Dues  $4,700.00 

Entrance  Fees  175.00 

Interest    242.71 

Accounts  Receivable    130.00 

$5,247.71 
Disbursements: 

Office  Salary $2,120.00 

Printing  and  Stationery 1,059.06 

General  Expense    306.28 

Rent  and  Electric 1,147.24 

Petty  Cash,  Telephone  and  Telegraph  .  .  200.31 

Reporting     61.32 

Traveling  Expenses   51.44 

Dues  to  other  Organizations 198.00 

Publicity     300.00 

Accounts  Payable   238.51 

5,682.16 


Deficit,  $   434.45 
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Current  Assets: 

3  New  York  City  Bonds,  4%  ;  par  value,  $2,500 ; 

market  value $1,975.00 

1  U.  S.  Treasury  Bond,  4^4%;  par  value,  $500; 

market  value    490.00 

Furniture  and  Fixtures  (10%  annual  depreciation)        264.99 
•      Cash  in  Banks 4,126.59 


Total,  $6,856.58 


Secretary's  Report  for  1931 

January  18,  1932. 

Membership,  January  1,  1931   117 

Members  elected  during  year   7 

124 

Lost  by  death    5 

Lost  by  resignation 4 

9 

Total  Membership,  December  31,  1931    115 


New  Members: 

Theodore  L.  Condron Chicago,  111. 

Thomas  D.  Campbell Hardin,  Mont. 

Charles  C.  Egbert   Niagara  Falls.  X. 

L.  Alfred  Jenny New  York 

Milo  S.  Ketchum   Urbana,  111. 

Malcolm  Pirnie    New  York 

William  G.  Sloan Princeton,  N.  J. 

Deaths: 

John  Lundie New  York 

Olin  H.  Landreth New  York 

Eugene  W.  Stern New  York 

George  F.  Swain   Cambridge,  Mass. 

A.  J.  Wiley Boise,  Idaho 
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Resignations: 

W.  M.  Black Washington,  D.  C. 

W.  H.  Breithaupt Kitchener,  Ont. 

L.  B.  Marks   New  York 

D.  H.  Maury    Chevy  Chase,  Md. 


Meetings  Held  During  Year 

Council  Meetings    11 

Average  Attendance     7 

Executive  Committee  Meetings    1 

Attendance     3 

General  Meetings: 

Annual  Meeting,  January  19,  1931. 

Union  League  Club,  New  York. 

Attendance — Members,  39;  Guests,  8. 

Dinner  Meeting,  November  4,  1931. 

Union  League  Club,  New  York. 

Attendance — Members,  31 ;  Guests,  12. 

Luncheon     Meetings     (preceding    monthly     Council 

Meetings)     9 

Average  Attendance 20 
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Report  of  the  Chairman  of  the 
Committee  on  Professional  Practice  and  Ethics 

I  have  very  little  to  report.  Your  Committee  on  Professional 
Practice  and  Ethics  inherited  from  its  former  Chairman,  the  late 
Professor  Landreth,  one  or  two  matters  which  were  disposed  of 
in  due  order  and  recommendations  of  the  Committee  approved  by 
the  Council.  During  the  year  several  new  subjects  were  referred 
to  the  Committee.  These  were  acted  upon  and  the  action  of  the 
Committee  approved  by  the  Council. 

The  reports  and  recommendations  of  the  Committee,  as  ap- 
proved by  the  Council,  have  been  published  in  the  printed  minutes 
of  the  Council  meetings,  which  are  sent  to  all  members.  I  believe 
my  slate  is  clear. 

As  I  have  merely  filled  in  during  the  year  as  Chairman  of  this 
Committee,  I  wish  to  take  this  opportunity  of  thanking  all  its  mem- 
bers for  their  most  valuable  assistance  and  co-operation.  To  work 
with  them  has  been  a  pleasure.  All  I  had  to  do  was  to  write  let- 
ters and  they  did  the  rest.  A  composite  of  their  views  proved  a 
very  simple  matter,  as  there  were  no  differences  of  opinion. 

During  the  year  your  Committee  has  lost,  in  the  death  of  Pro- 
fessor Swain  and  Professor  Landreth,  two  valuable  members 
whose  wise  counsel  and  support  will  be  greatly  missed.  Professor 
Landreth  was  active  almost  to  the  very  last.  Dear  old  Professor 
Swain,  at  times  unable  to  write  but  little  more  than  his  name,  would 
endorse  at  the  bottom  of  my  letters,  in  a  very  trembling  hand, 
"Approved,  George  F.  Swain."  At  other  times  Mrs.  Swain  would 
not  only  be  called  upon  to  read  my  letters  to  him  but  transmit  his 
approval.  Such  loyalty  and  devotion  to  his  profession  should 
prove  an  example  which  might  well  be  followed  by  many  young 
engineers  who  have  the  best  part  of  their  life  still  before  them. 

W.  S.  Kinnear. 
Chairman,  Committee  on 
Professional  Practice  and  Ethics. 
January  18,  1932. 
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